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CHAIRMAN TEALE: The meeting will please come to 


Ladies and genclemen, this is a meetix.g of the 
Senate Fact Finding Committee on Water, aud we are meeting 
at in aad 


today to see tac prozress report on the study of the 
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possible venefits an interconnection between cert rch 


[cuenmtaldasemmaniainbdameecan 
systems in Califori.ia aud in tne Pacific ‘ilorthwest. 
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I have a prepared opening statemeni:, whica I tuink I 
will xead in tts entirety, vecause I think tiiis is a rather 
important suiject. 

Tne stucy was authorized sy §.3. 1129 of the 1959 
legislative session. ‘the autuors of Sais vill, incidentally, 
iiicluage myself anc four otner memvers of tais committee -- 
Senators Covey, Fisher, Slattery and Miller. 

The Department of Water Resources engaged H. Zinder 
aiid Associates, of Seatile, uo maize the stucy. Specifically, 
the work nas veen in tne hanus of lir. Sol &. Scnuliz cf this 
firm. Mx. Schuli:z is a former cnief engineer of the 


Bonneville Power Administration, the Federal power marxcring 
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aseticy in the Facific Northwest. We will hear from 
Mz. Scnultz this morning. 

Speaking for myself, anc I feel sure for others, the 
iacroduction of &.&. 1129 was prompted by our concera that 
electric power, and reasonably priced electric power, would ve 


meeaed in large qua:ititics for operation of a State water 


Y 
nergy requireme::ts for all purposes are expected to go 


Up rapidly in Califoriuia. but tne quantity expected t 
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cousumed in operation or Federal and State water projects 


will increase even more rapidiy. 
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I wouls like to cite just a couple of figures ov this. 




































They came rom Jaca assemvleu vy puolic an. ;private agencies in 
California for a study made by the Bonneville Power 
foministration. 

These figures show tiuat total electric energy 
requiremeats in nortnerm. California will dovtle vetweein 19.0 
anc 1970 and then redouvle between 1970 an- 1905. I am using 
figures for the month of August for those years. They are 


2.0 villion kilowatt hours iu 19.0, 5.c olilion in 1970 and 
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11.9 villion in 
put for pumping, jus: in the Federal syscem with 
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xpected additious, ai in the proposed State system, the 
increase is much faster. ‘The pumping requizements are some 
42 million kilowatt nours ii: 19.0. Tuere is a four-fola 
increase, to 165 million kilowatt hours, oy 1970. Anc thes 
chis figure triples by 1905 to 357 million kilowatt nours. 
Under the circumstances, we in California surely axe 
o:.ly veing prudent in loo:ins; for sources of electric enersy 


ese rayuirewencs. AS our 


cr 


wuica satisfy or help satisz, 


irrigating friends in the valiey know, tie cost of power is a 


large factor in determining che cost of waiter to the farmex. 


Now, I understand tnat: tue oris 


rieinal proposal for export 


o£ electric energy from tue Federal Pacific Morthwest § 
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came from the Fecaeral agency taere, the Bomieville Fower Auninis- 
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cration. Frankly, they four.d surplus kilowatts om their hands 
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and che failure to seli tnese Kisowatcs was affecting tneix 
repayment scnedules. A proposal was made to seil this power 
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to che Facific Gas and Electric Company. .\ 250-ikilovolt Line 


from Kiamath Falls to the Pitt Piver Plant 475 of the Pacific 


Gas am lectric Company was to be the means of celivery for 
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so mucin power as P. G. anc 2. felt i: coul~ absorb into its 


system. 





m this chronology, apparently, was introduction 
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in the California Legislazure i: April of 1959 of the till 




































authorizing tne siusy we are going to h2ar avouc. Tnen in May of 


ef 


1959, the Tuterior anc Insular .ffaivs Committee of tiie U. S. 
Senate asked tne Secretary of the Interior to make and present 
co that committee a study of possible incercomwmections. 

Tais scudy was completed by Borneville Power Admini- 
stration and a report made in February of this year. The report 
states taat only the 220-kilovoit line is financially feasible 
ot: “ne vasis of surplus ower. 

I velieve it was wifortunate that the Federal stucy 
was corfined oly to the subviect of 
enero; from the norihwest co Caiiforuia, anc not to other venefits 
chat might accrue from an interconnection, vota in California anu 
ii the Bonneville Fower Administration service area. Tne autnori- 
zation for ovr California situdy, on the other hand, was uesigneu 
to give weight: to otiner possiuvie venefits. 

There is a further complication in this situation, which 
concerns the puslic preferei:ce clause ii: Feueral law for power 
ueveloped from Feueral projects. The nortiwest in tne past has 
veen properly fearful chat sales of power from Bornevilie Powe 
Aaniaistration into Califoruia mignt give preference to Califoriuia 
puolic agencies over non-preference customers in tne nort.iwest ai. 
et or the line latex. 


over juwolic asencies there seeking to 


S 

I tiuink caere is au ouvious parallel to our couacy of 
Origin and waters.uied protectiou acts fer water dev2lopment, air 
most of us, at least, can sympathize. 

It is my understanding that the Attorneys General o£ 
Oregon, Washington ana California nave agreea tuat chere is doubt 
avouc the application of the purlic ;referer.ce law even if a 
tvivately financed intercie were the means of tCransmission. 

I want to put in tue record iy personal staud ti.at 


California agencies snould not attemp: to gain the positio. of 







preference customers for power trausmitced cut of the present 
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Bonneville Power A vministration marketing area. 


for the United States 
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Congress to provide tiiis protection 


Suvstantial benefits are shown for an interconnection, I believe 


Conzress would ve willing to act 
ifow, before we iictroduce our first wituess, I want to 


antroduce the members of che committee sittiug with us today. 
We nave on ny far wight, ir. Carley Porter, Chairman of 
the Assemuly Water Committee. We are very uappy to nave 


Mx. Porter witn us. He has been very faithrul. I am sorry to 
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say I have not veen avle to attend nis committee meetings as 


reguiarly 


y as { would like =o, ov as faithful as he has; however, 
mayve we can correct flat in tue future. 

Next to him we have Senator Janes Covey from Merced anc 
Madera Counties; Senator Richard Dolwig from Sai: Mateo; Senator 
rinity and Shasta. 

On my left, Senator Hugnu Lonneliy from Scauislaus 
County; Senator Carl Christense.. from Humvolict County; Seuator 

Jounson from Yuba and Sucter Cow:tlies; J. Woward Williams 

Lrom Tulare County. 

Our first wicness tuis morning will ve Mr. Sol i. 
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ochulecz, and I understand Mr. Brouy 
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him and make a statement. 


MR. RALPH BROVY: Thank you, Mz. Chairman. We appreciate 


4 
this opportunity co maxe cnis prosentacion for your commitcee 


cCOUay. 


uistory, I would lixe to si:iate that in the 
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By way of 


1959 session of the Legislature, as the Chazrman has alread) 
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mentioued, <he Governor asize for rfunus which tae Legislature 


provided, for the conducting of stucies with respect to the 


Ww 


feasivility of an extra nign voltage common carrier pr7er 
intercomection with the Pacific Hortuwesct. 


Several ot the members of chis committee co-aut:iored 
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uere today to report on the present progress 


of tuat siucy. 


izst “ime that a power interconnection 
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This is not tne 
witi the Nortiuwest has veen under discussio:. or study. As early 
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1945 the Bouneville Power Auministration, the Bureau of 
Reclamatiowu, anda tae Feceral Power Commission: undertook studies 


on the subject. In 1955 che Federal Power Commission issued a 
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report wuich concluded that a 210 kv line would be feasivbiec. 

Buc hiscorically any suc:i major invercommection has 
receivea a negative reaction in the Pacific Northwest and Llittie 
attention ir California iicspite che tremencous benefits wiiich it 
coulu proviue for each area. The a»sence of sucii a line has 
resulted to date in a loss of jreat economic venefit to each area 
as well as the loss of the use, wiich the West can 111 affXord, of 
a great natural resource. 

Tne opposition of the Pacific Northwest has veen vased 
upon a fear that once Federally developed power has been sont 
into California, it will not be returned wren ic is needed there. 
They also fear that the Federal puslic power preference law woulda 
ve asserted by puclic azsencies in Califori.ia against tne private 


7772947" or] £ 
PpurciaSers Ox 


foueral power in the Northwest. While there has 
bet m0 intention upon cue parc cof Califoriia to permit such 
result, che position of cine iiorthwest is. ciiis comunection is 
uraderstanuable. The bomnevilie project was designed ana con 
Sctructed to meet the needs of the lortuwest ani its service area 


was viewes as being thac territory. The proleci: was developed 


to meet the existing ana growin needs of that area. 
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L confidently velieve “hat we in: Califovi.ia inave alway 


“ fa Le eae po de an fe at « te Pe “A meat a “wat . 
respected tiie views of tue Northwest in tiuis regarca. We nave 


fully recognized the prior right of our neignoors “o tae nortn 
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with respect to tnis power. But, nevertheless, that fear per- 


Sistea until very recently to the point where any conueiceration 


of an interconnection was viewed hostilely Ly those who reside in 














of revenues to Bonneville Power Acministratilon which otherwise 


would have veen availavle to iusure the retention of low power 





cne present LGonneville service area. Tiiis »as resultec in a loss 


rates; has vesultec. in the wasti:g to the sea of a great resource: 


and nas resulited is: a failuxe upon the part of 
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seceive the economic venefit of the use of low cost energy 
which otherwise could uave veen availaule 


o 


Recently the atiicude in the Tacific liorthwest coward 


tne exportation of suriius euergy to Califoviiia has become more 


favorable. Tne people residing chere nave begun to realize 


that the sale of surplus power to valifornia can ve of 


tremendous wenerit to tuem as well as to California. They have 


also, as a result of assurances offered by Governor Browii, as 


ow 


well as Senators ingle aad Kucnel, come to a realization that 
California aia not wish to import powez for waich there is a 


meec 21 the iiorthwest. Our Governor nas re.eatedly statea 


cuact California would agree to whatever assurances the lMort.wect 


cousidexed uecessary, inclucting Federal legislation, to protect 


tae priority of 


power generated in tne ilortuwwest. 
Prior to the time tha: the funcs for tue study now 


UCL, cCOtmucteda were appropriater, Goverrior brow. corcaccec 


Governor Rosellini of Wasuington and Governoz Hatriela of Greg 


tnat area with respect to Feueral hycroeiectric 


on this eutire suys;ect. All tnree of cie Goveruors agreed that 


che matter meritea serious scuay. Tiuey were all aware of the 
Great venerit whicn could inure te “ie eutire West as weil as 
cneir own staces if such an intercoimection were feasivle and 
coule ve worked out o1 a satisfactory vasis. They were aware 
that a common carrier line would be of extrame value, voch to 
tue puslic and private agencies in the lortnwest aud in 
Caiifornia. 
T.sofar as California was concerned, Governacy Crown 


recogiuizec that in acdition to water resource deveiopment, 














Califorria, as well as the entire “Nest must also satisfy the 
otner needs of a rapidly expaniing populaiton ana ecouomy. Low 


cost power to some extent could offset tie increase in the cost 


ro 
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of water, the development of which is, with eacn new project, 


? 
vecoming more costly. More power could assist in attracting 


“ 


inausury to tne West. It was recogaizea that a common carrier 
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extrva-high volcase vower interconnection coulc provide not only 
amore efficient: and economical use of existing resources, buiz 
also could faciltizate ana expedite the development of ochar 
resources, such as water. 
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It was for these reasous that the stucies were vegui. 


In February of this year, Bowneville Power “4..ministration, 
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pursuant to a resoluczion of the Suvcommittee cf the United 
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States Senate Coniiciec 
mittec a report on the fsasivility of tiie construction of a 
uignu voltage interconmection. Tt was concivdaed in that reporé 
chat only a 230 iw iine was feasivle aid should ve coustructed. 
iowever, in reaching rts conclusion cne Boimeville Power 


Administration confined its study to a cousuaera:ion of tue 


mere, only, ana xestricted tne distrivutiorn to the areas 
Witnin California. 

Governors Drow:, Hatt: 

tha: it: was in che commou interest of each of their states to 


provide for a maximum couservation and willization of their 
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natural resources. I2:: tnis instant che tnree goveruors felt cha’. 
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bs fe onal as age ae” gee. 
except for the necess wrotectiug che 


liorcliwest with respect to federal iuydroelectric energy, State 
boundaries should not ve permitiec to form a var to sensible 
and economic utilization: of all electric eu.ergy resources. It 
was considered tiiat tne Bonneville stucy dic not take all 


av 


relevait £Zactors into account which coulG and should tieve Leen 
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,iven consideration aud that, tuerefore, ti:is indepencent study 





snoutd ve undaertalen 




















Tne firm of H. Zinder audi Associates of Seattle, 


Washington, was employea to conduct tue Siucy. Im a few momerits 


Mz. Sol Scnultz of tha: £2.rm will present the weliminary 
Lingiugs of that study to you. 


H. Zinder and .ssociates have informed us that, in 


their judgment auc taking into accowit all ielevant factors, 
a major nigh voltage common carrier interconnection, specifi- 


cally a 500 kv intercomiection, vetweer the Facific Northwesc 
and California, is feasiule and would ve ef tremernious venefit 
to each area. At the same iime the Fecerai hydroelectric 


euersy to be made availavle to Califor:.ia oy such a iine could 


Oo, 
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ve made subject to tue priority claims of tlie Pacific Nortnwesc. 
it. otauer woras, they couciuced that such aa interconnection 
can and shoul: Le built. 

Neither HW. Ginder and Associates nor we, at this 
point of time, intend to secommend iow or by wnom such a liiie 
Suoula ve constructed or cue specific marketing arrangements 
whicu would be involved. Such determinations mist await final 
ueceruinatiou as to feasivility anc economic alternatives. 

I have referrec to tue fact tract we considered that 
the Bonneville report did not take into account all relevant 
factors waich snuoula be considered ia this matter. The stucy 

conductec by H. Zinder aad Associates consicered, among ctners, 
cue following factors which 22 our judgment were not adequately 
consiucred in tne Bormeville stucy: 
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che two regions to talte advantage of the inter- 
regional diversity o£ ;,eai Loads. 


Se] 
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Tue possivle installation of Facific Morth- 
west nyé@se@eiectri< geuerating capacity in 


advance of Faciiic Northwest ne 
iow cost firm vower availa.le i 
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i@ sale to California on a “pulisvack wo 
£ tue prime power ii the vradfie Nozthwe 
might add here parenthetically again t 
Governor Brown anc Senators hucneli and Engle 


t-1 O 


ave all indiucatec tuat Catiforiuta does not 
want cc a tie Pacific Nortiwest of any 
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power reqguired vy 


rat Csiifoziuia would 
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a in seehing anu providing any safeguards 
vy legislation or otuerwise, tnat the 
Pacific Northwest considered mecessay to 
protect its iacterests in tinat regara. 
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4., The use of surplus steam-electric enery7 
available in California to provide additional 


firm power, vy mingling it witn availatle 
nip ny Gro iu tne Pacific Northwest when 
needed 


The advaicing of the in-seivice dates of low 
cost thermal plants in the Pacific Noxthwese 
Such as the Cle iilum steam plant anc the new 
Production Reactor at Hanford and integrating 
their operation with hydroelectric dump 
energy to serve Catiforuia loads at a saving 


wn 
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G6. Benefits from coordination of all Pacific 
HMortawest systems wit all California sys 
as contrasteu wit tae venefits of only a 
3ommeville Power Administratiou-Ceutral V 
project pour dinntson. 
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/. Last, bui: wy no means least, they nave takea 
tato accouns: “ne fact that such a common carrier 
iatercomection could provide a greater market 
For power generated at Local projects in tho 
northeri parc of California ana therevy 
encourage aud facilitate tiie construction o£ 
such local proj eccs. 
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Governor Brow: is convinced that tne vroad study 


wWaien has veen initiated is ¢ ¢ first step toward an incer- 


State power arra.gement waica would Lo of direct anc great 
venefic to puulic and private agencies in tre States of 


Washington, Orego:: anc California. Under tais arrangement 


che Pacific lortiwesc will sce provivec wita a market which it 
neeus Lor the power. At the same time its own suppiies will 
3@ made more firm. Cal:foruia will be provided with a supply 
of ;ower which it needs and can use and at cne same time 
eucourase and firm up tie coustruction of more local water 
an: power projects. t is rave ludeea tnat tuese advantages 
can ve gained without detrimes.t to anyone, much less witna 
sreat venefit to each, wut chiis is the case nerce. 

Governor Brown has asked tuat I publicl: express his 


appreciation for tne cooperative spirit witha which ti 


fete 


Goveri.ors of Washington aid Oregon have endeavored to reach a 





micually agreeable method to maxiuize power rescurces in che 











ouch accion reflects an awareness of zhe tremendous 


advantages to be gained by a vraod aid comprehensive approach 


to tais watter of mutual concern. By looking at the power 
Situation of the sitates as a whole, we are avle to tiring our 


executive and legislative thinking on tnese proulems up to date 


¢ ” 


with the technological potential which the engineers have opened 


for us. In the area of competitive technolo ical advance among 
uations, we imow that Russia is presently studying, and indeed 
constructing, such major extra high voltage sower inter-~ 
connect LOnsS as we are study.ng nere. We must: keep apace win 
chese developments, not only for the sake o£ meeting iuicer~ 
sational competition, wut also for the great benefits wiiica 
chey can vtroduce. 

Withnia our ows country comparavle sctuuies are veirg 
aavanced, For example, in the August & issue of itiectrical 
World, a major »uLllication in this field, cuere is an indication 


chat other areas witnin the United States are consicerang malor 
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‘New pressures for a ilissoivi Basin power 
pool were created ta mice-July wiei. an organiza- 
tion calles the Mid-west Jiectric Consumers 


Association (composed cf co-ops aid municipal 


1 with che Unlced States 


a) 


systems) filed a propos 
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Bureau of Reclamacioz. 


nv 


“The plan cails for f2ueral anc uon prorit 


coustruction of a 345-kv cvansmission 


larve thermal generating plants, anu everncually a 
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500-‘7v tie with Bonneville Fowex Aamiistrati 

‘se eee cunie 500 kv Line to Sonneville woulda 
xun from Sheridan to a ‘sivstascial’ poince on 
the West Coast feaeral system. 


Present here today are Mr. Jonel Hilt, Puslic Utclity 
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Comaissiouer of the State of Oregon anc appearing here as 
representative of Governor Natfielid, and Mz. #arl Coe, virector, 
Department cf Cousexvation and Development of the State of 

Washington, representing Governor Roseilini. I uncerstani that 
Loti of these csentlemen will address tine Committee snortly. We 


are Uueeply appreciative of the splenic cooperation we have 


Kt 


eceived from tiuese two wer as well as their governors in this 
matcer. We are coufivent tuat with tne continued united erfort 
whici is veing put fort. on this matter, as well as witi the 
cooperation of your Cummitiee auc the Legislature generally, 

a plan can and will ve developea waich will ve a step forward 

in tae progress of the West. Incicaions are that in California 


alone it can se of tremendous an: lasting venefit to privace 


f car: assisc in che develop- 
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meni, not cily of ox power resources, but WV as weli as 
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our economic procress. 
Tnat concluces my statement, Mz. Caairman, and if 


tiere are no questious, I will call upon Mz. Sol Schultz, che 


man wio is eminently qualifies i: this fielu, uy virtue of 


cs 


his vackgrounc witn the Bonneville Power Acministratiou, as 


cher activities ii tais area. 
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He is well famzliar with the vroblains avid the supplies 
availaLie from tne aorchwest and mactevs of this particular 
type. Thank you. 

CHATRMAN TEALZ: Thank you very mich, Mr. Broay. 

Ave tuere any questious from tne Comnltiee on Mr. Srocy's 
Statement? 


1UlieZ, We ave very happy to save you with us 


J 
touay. I chink I would asi: only one thing. We anticipate 
when you get invo your presex.tatioa that vou will provuably 


com2 to some terminology whicn we, as memvers of the Committee 


may not ve familiar with, referring to the magnitude of 


























energy, auc perhaps syou could take a momeit anc define the 
terms wien you come to them, so we on the committee can 
understand tnem a little vetter 

MR. SOL ii. SCHULTZ: Tunak you, Me. Chairman. I wiil 
enaeavor to eséplain iy statement in non-cecimical terms. 

I am here in response to your chairman's letter of 
August 3, 1950 to Mr. Banks, Director of Water Pesources, to 
present my preliminary findings from the studies being 
made vy H. Zinder an. Associates under my uireccion of a 
higa-capacity interconnec=ior. between the power syscems in the 
Nore;west and California. 

These stucies were authorized it. Marcn 1900. Our 
agreement with tne State provides that the work is co Le 
Giviced sequentially into two parts: Stage I, a general an 
exploratory study, an. Stage II, a definicive study. 

yraltts of tne Stag2 I study Aave veer submitted to 
the States of Wasiuiugton, Oregon, and Califorala, and we arc 
Now proceeding to prepare it in final form for suvmission 
co tue vepariment of Water Resources iu tue latter part of 


Stas I stucy will ve completed later in 


(o 


Sepctomver. Th 
year. Ca June 15, 19.0, I appeared vefore the Suvcommittee 
. Irrigation anu Reclamation or tne Comartiee on Laterior 
d Tnusular Affairs, United Sates Seiate aiid presenter a 
Statement of my preliminary findings regaxuing che Stase i 
study. I should like to express here some of che troughnis 
contained 12 chis June 15 statement. 

I have en eavored to summarize for you the findings 
aac conclusions of our work tmis far. I wust emphasize, 
however, that these are of & preiiminary nature and remain 
to we-confirmed vy our Stage IL stud;. 

limits on time and of readily availabie data 


wave mace it necessary for us co maxe certain assumpcious 





concerning the power systems and generating facilitites 
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of electric utilities anu goverrmans agencies in the two 
areas as a vasis fox our Stage I studies. Althouga wost 
of our vasic data ani assumptious were ovtaivied from, or 
coukirmed by tac interesteu parties, it ras not been 


possitle in our ;reliminary work to ovtain the cndorsement 


— 


of the appropriate parties ii all cases. 

I. our Stage II studies, we plan to consult with each 
of che iuterested agencies aiid utilities on tnese and ocher 
pertinent matters in oruer to substantiate our assumptions 
moze complecel;. 

Here a:e our finaings: 


4 
ie 


- Large quantities of power and energy lack a 


aate 


market in the Pacific Worcnwes* and could be made availavle 
to California for the nexi ten to tweicy years if appropriate 
transmission facilities were constructed. Inclucad are 

(a) Up to two miilion kilowatts of hydrcelectric 
peaking capacity. May I say sy way of explanation tirat 
two million kilowat<cs would sepreseni tne output of Coulee 
Lain. 

(v) At the assumeu 19G6C-.9 estimated level of 
Pacific Northwest Loads anc resources, 9./ villionkilowact- 
ours o£ seconuary energy under average hydroelectric 
conditious. Tne amount would van ,e from 4.4 Lillion 
kilowait-hours in a critical year to 25.u villion xkiiowati- 
10Urs iu a good water year. 

Z. Using tne surplus Nortnwest peaking cavacity, 


ns 


ouc Million “%ilowacts of Lirm power can ve soLu to 
california ucilities to ve used coutiniously over the peak 
hours, 6:00 a.m. co 10:00 p.m., Monuay chrough Fricay of 


7. mie “= wf- ty aD clan PV, os “ Teo ence -asr.amndt ~~ i 
eacsi weck SAcepe 1olLidays. 1.13.8 Veaking capacity woul 1 we 


Supported by steam energy developed in Califoruia cud in 





tue Pacific Norclwesc. 





I will intor:ect there to say once million kilowatis 
would represent the output of two Oroville Jams or 
approximately so. 

53. A peak Lloac diversity of at least 500,000 
ikdlowatis will exist among Pacific Coast utility systems 


oF 


94-05 aad will increase in later years. 


j— 


tye? 
Wy 


4. Sublstantial addcitioius to the firm power supply 


in the Pacific Northwes: as well as California can be 


0. 
c 


aineu by means of a high-capacity interconnection which 
will perm:.t coordinated speration of tue C.lifornia and 
wes: power installations. 

4». Coorcinatec interregional overation can ve 
actained with a two circuit 500,000 iw crarnsmission 
counection extenain, from the Bormmevilie grid to Soutnern 
California. 

Let me say nere cuis 200,000 vol«c transmission line 
woulda be the highest voltage in tne covwnlry wien built. 


m1 existence today, whicn is 


[~> 


It is much higher than anything 
245,000 volts. 

Tne line, serving as common carrier, would nave a 
firm capacity of 1.. niilion Kilowaiis anu a maximuin 
capacity cf more tuan 2 million xilowatis. 

6. Coordi:iaced operation of the Pacific Northwesi: 
and Céliforiia electric systems would reduce tie need for 
Spluning reserves. I meau by tnat, spare capacity to assure 
reliable service. 

7. The interconnection could maxe availaLle to puslic 
ani private agencies in California firm power ana energy 
from Pacific Northwest generating plants whicn have been 
(oc may in tne Future ve) installed appreciavly earlics 


than the development of loads they are ultimately interdidea 


co serve. Provision would be mage for recapture of sucn 
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power when it can be absorved by tne Facivic Nurthwaay 


nies 
uy? 


fe 


market. This would serve the double advantage or increas 
wholesale power revenues in the Pacific ilorihnwest anc 
Gelaying the construction of higher-cost thermal capacity 
in California. 

Oo During & eri 1954 to 1974, the first ten 

Ue iG de TY Lie period yy to Los vy GLLS L060 GETi 
years in waich a high capacity interconnection could ve in 
operation, it is estimated that the average incremental cost 


of gas and/or oil for fuel-Xired electric generation in 


pe 
-— 
im 
q 


Califoriia will se 4.0 m: per kilowatt-nour, ana that 


eneracing capacity will be ai 


Oo. Power anc energy ost in transmission over the 


win circuit 500,000 ‘ww intercouaecting facilities and 


a 


associated suvstation facilities will average avout five 
perceat with a loaa of ove milliox. i:ilowatts and up to ten 


4 £ 


percent witn a loae of two willion ‘:ilowatis. 


10. The ani.ual coscs of tue 509,000 kv incer- 


equired suvstations, requiring 


tt 
if) 


comnecting circuits and 
an over-all invesiment of $200 miliion, wouid range from 
$12 million for Feceral cousiruction to $20 willion for 
coustruction vy an investor owned utility. 
11. bBasea om our preliminary studies ii: is 
auticipactec tuat economic benefits cf $95C miilion cross 
woul. result from the completion aud operatiou of che twii. 
ezxcurc £00,000 inv anmcercomnecttion in au average water year 


2 ° = 


ln cae Pacitic Norczhwesc:. 


ts 


Lf a , . > — aie — aA 259 o 
be ~ncremeical COS =s cf crarnsm:scoion and generat : 


facilities, necessary to ovtain average year venelits on the 


5 
¢ 


i ale RS ees vee ie all ai is i caaeion ieee oF . a a ley ae 
vashg§ Of tne pram vila WAS SUSEeSS icc. 1 our SGrucy, are $29 
ee Eh Bi eee j aE - ae! a eye ee Fr 4 o 
Miibtion anuuaily leaving a net benefit of $29 million. 


“= € = 


he average net penefics woulc ve sufficieat to 
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shorten tue period for amortizing transmission Lavesiment 
to 10 years anc aiso provide casa benefits curing this 
period amommting co $12 million annually in tue form of 


2 2 


revenues from the sale of power and savings in its ;urciiase. 
14. Proviae large monetary benefits to the Pacific 
Uorthwest auc California after che Northwesc supply of Federal 
uyaroelectric energy produced in the Nortnwest is requirea 
for that area's needs. 
15. In addition, che completion aia operations of tue 
interconnection woula: 
(a) fucrease ov 100,000 kilowatts the supply of 


4 


Low-cost prime power in the va 


> 


ific Northwest. ilow, the 


oO 
In 


corm prime power is here meant to we power that would ve 
availav.le a nundrec per cent of the ture. 


u Revive the coal winins industry in Washington. 
<2 / oO 


(c) Substantially reduce (if not eliminate) Bonne- 
viile's revenue deficiencies, thereby alieviacing the neca for 


iacrease. 


fy 


any rac 

(c) Froviue an incentive to construct new storage 
reservoirs in Canada which would increase tne amount of rirm 
power available to tne Worthwese ara California uniil it couid 
ve ausorved uy the Canadian market. This would provide 
revenue for Canada, ada to the Pacific Northwest's firm 
power supply and delay tne construction of steam-electric 
capacity in Califori.ia. 

(c) Assist the Pacific Coast, anc “sne nation in 
disasters arid emergencies vy providing tiie means of trausferring 
large blocks of electric power into any of the large coastal 
load cancers in tie event of major local or area power supply 


fallure 


ie) 


(f£) Conserve natural resoirces. In some years the 


savings would amount to the equivalent of 20 milliou barrels 











OF Oil. 


All 


(3) 
(in) 


statewice delive 


eviace smo; 


Miake availavLle 


“ans 


conait: 
trausmission 


a fe 


aw ( 


in California. 
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OLiG 
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7 ana Orovilie 


v 


powe 


tiie output of ovher California power projects. 


(i) Assure low-cost: 


Prozvam. 


Broadly, we fic tnat trae potential venefits to te 
uerived from a common carrier major intercoiunection between 
the illortuwest anu California justify its construction at 


earliest possivole daie Lis 


we mave acnered 


oi Caiifornia that 


to ail Federal hycroeiectric 


as I nave 


tne Pacific Northwest 


SY 


a4 


wel 


aceveloping our analysis 
to our instruction from 
yas a £cirsi 


power acvelopeu tuere. 
staiea, we contemplate tw 


facilities for 


and 


ircuits in the Mortnwest ai: appropriate poti:ts on tne 
Bornmeville system ani iz: Californuia in the vicinity of 
pakersfieid. As a matter of fact, we are tilnikiug now 


extenuing tuat cire: Scill farther souta. 

I oresent two exhibits, orie of wiica snows the location 
of tne proposed facilities; the other scnematically represents 
u@ 2Lectrical facilities. We estimate ine cost of these 
transmission facilities will ve ix. the order of $260 million, 
mot taking iuto account tne syscem reinforcements which may 


There appear to be a 


4 om 7 “sr 
ueveloping anc 
“a , = i a Te sf a ee 7 
ssure its feasibility. ' 


ok our Stase I siudcy envisases the delivery to Califo: 
one miliion kilowatts of dependalie capacity and scurvy 
hnyaroelectric energy. In tuis particular plan, the or 


iilowatts of dependable pe 


s 








wumser of 


£ 1C kL lan 


aking capacity woul 


@ 200,000 ilowatci steam plant a: 


i7 


contemplatea iaverca 


Cr 
yossivle vlans 
ma 


CSScravceu TOL «i 


Cle ium, 






£or 


ic: 


Tg _ 
asningtoun, 





as well as 


£or Califoruia's Water 


cic 


cnis 


tue State 


ses of powe; 


ucilizging tne interconnectiou wnich would 


miliio 


d ve provided 





and 



































purcuase of 700,000 i:i.lowatts of hydro peakluz capacity, 


v 


of waich chuere is estimaced to ve a surplus in the Northwest 


kor years to come. The one million kilowat=s of cependaule 


" 2 


,eakin; capacity would be supported vy energy from the s 


eam 
powerplant, the interaizea ex:chauge of energy (whici: would 
increase firm power supply in voth areas) and steam-produced 
energy from California. 

Tn addition, tne inutercomection would be utilized Lor 
che delivery of surplus uydvoelectric energy within the 


tations of availavility of such @nergy it: tae Pacific 


oe 


mi 


aoe 
fe!> 


Mortuwest, its acceptaclility in California, and the capacity 


of cae intexconnection faci 


For chis particular aialysis we have assumed that cue 


o 


ransmissioiu facilicies in Califor-ia woul. .e conscructea 
wy a nou-Federal puslic agency, ana ia Cregou vy a non-profit 


orzanization (vecause we are not certain that any puolic 


o , ° a en ie ne ‘i fs 2 once inane Pig = Si eat ie iin 
aveacy cxists in tne Statetmat is appropriately constituteu 


te pula the transmissiou facilities.) Ariai,ses planned for 


J 


4 fe 


che Stage II stuly will compare the venefits anc costs of 


22° o| 1 Comma sae fae” _ - Fe - “ - 3 4° ~ ° Jeman Jo of a“ "ses 
“iC 2AXCCTCOMMECHLON Ori “NS YVAaAGLS OL 12:6 CONnSLTUCcCLON wv 
19 — Se 2 ae ee hata tene one’ 4 2 cad ican 
feceral agencies anu by investor ownes ucilicies as well as 


Oi. tue Lasis assvwmeu tt: tae Stage i stuuy. 
Scateme:.t o£ preliminary fiudiags may 
we alvcered scuewnac. in our Stage I report to Le issued in 
vepcrember, Lut LI aucicipace m0 Sigaifscant clianges 
“uat tue reporé suoul. show evea ,reater feasivility than 
wuwGiceated vy my tcestimomwy verore the Seiace succommittce. 

I believe thac it will Somonstrate veyond reasoneule 
douve that che proposec high-capacity intercomection will 
provide major and iascing venefits to tue Pacific Noriuwese. 


i EO 7 Sa ar ms Mra Slits a i as eh ee ; 
California, ce acjOLiuang areas, 2nd cO venice NavsiOi:. 


As & common carrier and uncer proper auspices, it would 












































vtins these benefits to tne puvlicly and privately owned 
utilities, to the commmicies of the region, an. to the 
Federal Gover=ment. 

As a former cuief engineer of the Boimeville Power 
Aaministration auc as one who nas long been associated with 
Faciric Northwest-Califoruia inctercomection stuaies, I nave, 
perviiaps more cham anyone clse, been aware of tne tremencou 
venefits that could result from a nigh-capacity interconnection; 
but LT must congress cha: [ nad not realized tiuese potential 
benefits to ve as great as our studies now siiow trem to voc. 

My expericiuce duriig 40 years in the power business az: 
my scuaics of major system interconnections in many parts o 
tne country have convinced me chat adcitioual mazor wnmcervegionel 
coanections are snevicabie. Over tiie years tecunmical cevelo,- 
mencs have made it possisle to trarsmoi: larger aud iarger 
bloc’ss of power longer and Longer aistances. Tne proposed 
incexvconnection cavitalizes on -eceal= technological achieve- 
mencs. 

To empnasize further tac interregional concepc, our 
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he ka S i at 


fad 


mnvest 


t+! 
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tions to date inilcate that any stucy of t 
iHlortnwest-California interconnection snoul: give cousideration 
to cne added possiite Leneflts cuat would resuls from tne 
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in tue Coiorado liver Basiu aad jroposed large tnrcroelectric 
;ro,ects in Canada. ‘the State of California aas authorized 
1‘ << ; “ATE 117% Stace, 7 Ais <- -iyetage ec ei ceararior - 
us to C.sf ania Our —VLaASS iL Seuay/ tO whic iude COuwSLuecration of 


“l@S2 LPOSSiuilituies. Lt 1s ,rovacle what vy 


-a rim TAG 9° 
i y v~rOateulg ouL 


nf 
a 4 


Studies im this airectio.. we wisl ve asle to suow suvstaniie 
‘ Ge te a a“ oben daa sn ao feo ge ~ aade 4 s 
venerits in addition to tuose sex fori:n avove. 
Furs a- 4. Oo amgeiteavep ted asm faspun 21,4 On 2 Ble eo 9 
ucSuane tO LEScrecceL_onrs ELromM =1ie wearG, ce ye Pe 
LnGcCauces our siucies nave assumed tuct tiic Pacixic Vorvtinect 


would nave first claim to any Feceral hydroelectric energy 
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We have given consideration to 


interconnection on 


hydroelectric projects 


ssociated with 


Preseuitly, che 


these proposed hyaroclectric developments are 


fortinern or Ce 


ovrtpuc is confine 


traversing aliost ine f 


up Soutnern California marxecs for tiese 
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cheir power outpuc. 
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tnat it woulc not be 


an interconnection 


any wower availawie from 
commection thus poses 


proposed 
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Our report will call attention to the fact that the 
Pacific Northwest possesses riot only larse amounts of 

surplus nydroelectric power, but also important coal mines, 
wonich have languished for want of markets and may soon close 
completely. I speak specifically of deposits in the vicinity 
of Cle Elum, Washington. With the »roposec interconnection, 
a mine-mouth steam powerplant coul’ be constructed aid the 
mines restored to normal operation. This, in addition to 
providing California wit: firm capacity om a long-term vasis, 
could revive a depressed Northwest community. 

We are in the process of analyzing the energy require~ 
ments for water pumping forecast by the Department of Water 
Resources for tne Souther: California Aqueduct. We noite that 
these requirements wiil ve quite suvstantial by the year 1970 
and will increase from then on at a rapid rate. The inter-~- 
comnection would assure tne lowest possivie cost power for 
this water pumping. It couwia also serve to deliver Oroville 
power to the Aqueduct pumping plants and aiso to markets in 
Souchera California. 

If the Oroville project is deferred, as suggested iu 


207, “4° e ed oa ‘. “ae; 4 _ -atn L ‘a f “7s a) of om fo a 
ene recent interim revort or Cnas. T. Maia, iInc., the iunter- 


oo 


connection would sexve to helpimeet tlie power deficiency dauring 


Ke 


this interim period. 
On the other hanac, if Oroville is not deferred, we 


velieve there could ve suvstaniial vencfits from intecrating 


” 


the operation of Oroville witn that of ,rojects in tne Pacific 


¢ 


ilortuwes:, giving due regard to the regulation of water 
releases for irrigation aiid flood control purposes. 

Your letter of August 3, Mr. Cnairman, expresses tue 
aesire tha: I explain in detail, and give suustantiation fo~, 
the additional Lenefits waich our stucies show would result 


from the proposed high-capacity interconnection as compared 

















witn those shown for the lower capacity tie by the Bonneville 
report. 

he larger tie will have a capacity in excess of two 
million kilowatts of wiichn 1.6 million kilowatts will be 
Lepeniable. This compares wita the sualle: iaterconnection 
proposed by LPA which would have a cajacizy of 200,000 
kilowatts, all of it non-firm. 

With the iarger tie an average of avout ten billion 
kilowatt-hours of surplus energy can be trausmitted from the 
Pacific Northwest to California during the first ten years 
following the completion of the line. This compares witn 
ocO million kilowatt-hours for che facility ;roposed vy BPA. 

et me at this stage just explain wnat is meant by a 
eillion kilowatt hours. I think peruaps che best example woulc 
be zo illustrate it in terms of its eyguivalent in oil. Teun 


villion kilowati 


Ct 


hours, I think, would roughly ve the equivalent 
Sor avout fifteen million varreis of oii. So wnen we are 
talking about these kilowatt hours, ten Lillion kilowatt hours 
wouk: ve roughly riftee:n million varreis of oil. 

The larger interconnection would be capable of 
delivering the surplus energy to loac centers ia Soutnern anu 
Worthern Califoriia, whereas the smaller tie woulc terminate 
ac tae Pit River in Northern California, an’ cwelivery to the 
Horthern California loaa ceuters would ve over existing 
cransmissioi. lines. 

The larger tie would wake possicle tue delivery of 
one million kilowatts of depencavie capacity to California 
utilities witinoui impairing the adequacy of Worthwest resources 
co meet Northwest loacs. ‘The smaller interconnection proposed 
vy Bonneville is assed to carry only ciap power to 
California. 


The larger tie, by reason of its size and capacity, 





y= 


could serve as a common carrier facility, rot only to transmit 











surplus power from the Pacific Nortawest co California, 

but to integrate the various independent power facilities 

in California. The largez tie would aiso provide a means 

of extending the beaefits of integration to the Colorado 
River Basin. Wo such purposes could be contemplated for the 
smaller tie. 

In summary, even though our studies cre still to be 
compieted, i do not hesitate to recommend that steps be taken 
immediately to assure completion of the high-capacity inter- 
connection at the earliest date possible. Lach year's delay 
in the construction of tiis facility represents an economic 
joss of anproximately $50 miilion. 

It is sobering to realize that water which could 
produce power worth $50 miition in California is being wasted 
each year in the Pacific ilorthwest because of the lack of 
interconnecting facilities. 

It is shocking to contemplate “hat this situation will 
continue ten years and longer unless these facilities are 
constructed. The simple fact is that, without taking into 
account other major benefits during the life of the 


. 


facilities, the interconnection will ,ay for itself . 
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im its first five years of operation through the conversion 
cE otherwise wasted watex to useful energy. 
HAIRMAN PEALE: Thanit you, Mr. Schultz. 

Before questions by members of che committee, I would 
like to introduce two membexs of our committee who have 
come in. We have Senator Fisher on my far ieft, San Diego 
County, and down with the working members of the committee, 
we have Senator Miller. 

Are there any questions by tne committee? 


Senator Cobe7’? 


SENATOR COBEY: Mr. Schultz, I start with complete 







































ignorance so far as power matters are concerned. 


I notice here on page 2 of your prepared statement 


made available to California for the next ten to twenty years. 

Does that mean that this ,roposed interconnection will 
give us an interim source of additional power for ten to 
twenty years at the most; is that iz? 

Mn. SCHULTZ: Wot at most, siz. Lt means tha‘: for at 
least that. 

SEIATOR COLEY: I see. The question arises in my mind: 
Where do we go from there? 
If we, so to s,eak, build up a demand that takes this 


power for ten to twenty years, then is it your thought taat 


'f) 
fos 


we could chen go over to these oil facilities or something 
Like that and mect that demand when tie Pacific Northwest 
exercises their right of recapture ov pull back? 


lities aftex 


cS 
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WR. SCHULTZ: i can see a iot of ~oss 
the period in wnien che sur,lus existence will have been 
passed 

By cweason of this high cajacity tie, it would be 
possivle to reach coal mines ia distautr areas. Tt would be 


o 


rossibie through the intertie to continue to receive enersy, 
£& i _— = iat ci 7 “3 me nai sd - — ad 
ror example, from the Cie lum mines, and so far as we can 
see, that power will be mace available on a iong-term basis, 


from thirty-five to fifty years. 


Tnere are other coal deposits in the northwest and 
elsewhere. This tie would make it possible for vou to reaci: 
out into areas, where you can receive these resources. aad 


being paid for by reason of applying the revenues from gur;2.2 


enezsy to the cost of facility, thea the cost o£ tran:issi-n 
becomes relatively low end you can afford ito r2ach ouc. 


SENATOR COLY: In other words, if I waderstand you 
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correctly, you ,oint out first that if the cost of these 
transmission facilities are paid for during this ten or 
twenty year period, chen the cost of subsequent use of these 
transmission facilities wili be relatively low; is tnat right? 
MR. SCHULTZ: That is correct. 
SENATOR COBEY: Then, secondly, it is your thought 
that if this transmission facility is built, the Facific 
Northwest will have a market for other power, or power other 
than hydroelectric power that it would not otherwise have, and 


4 1.4 


therefore would lead the development of these mines and that 


D 


sort of thing that sroduce this other tyse of power. 
Is that correc*? 


MR. SCHULTZ: That is covrect. I might say aiso tnat 


[os 


the fact that we have the market would be aii iaducement in 
the northwest and Canada to install hydroeiectric facilities 
that would be delayed much longer. 

So we don't know how many years after the next ten 
or twenty it woula be made available simply for hydroelectric 
purposes. 

CHATRMAN COBLZY: Wow, have your studies gone far 
enougn to inuicate tnat if -- as 1 understand it, you are 
assuming now that at least on the Califormia end, this 
“ransmission line, if we want to call it that, ox faciliiy, 
will be built by a state agency. 

I assume from what you have said thai the cost of tne 
transmission facility will be borne by those using it. 

bo you have any predictions on what the cost of this 
power will be in California? 

MR. SCHULTZ: I think I should explain that we have 
not assumed, or we don't propose to assume, in ovr reiorts, 
ox recommend, that any particular agency build the facilities. 


We tnink that that should be a matter that “2s considezed and 














determined by the local people. 






We will consider the benefits by various agencies and 






companies, properly evaluating the benefits that would accrue 






in each particular instance. 









So I wouldn't want to say at this juncture that we 






are recommending anything in particular. We are comparing, 





if you please. 






Now, there was another part of youx question I think I 






missed. 





SENATOR COBEY: I wondered what the cost of this power 





would be. 





MR. SCHULTZ: Well, we have looked at it this way: The 





cost in the northwest is zero, and down in California, it is 






valued at the cost of the fuel and facilicies it would displacc. 







The benefits then would be the difference between tne 


zwo, and we haven't undertaken to allocate those benefits. 






We have merely said that these would be the benefits. 






We have assumed that since 





We nave done this, however: 






















the aorthwest supply is assumed to be of surplus energy, it is 

assumed to be for a limited period. We wouid want the 

facility to be paid off, or largely paid off, during thai 

period, so that the tie could carry on to serve other purposes, 

and thereby make power from other sources much more economical. 
SENATOR COBEY: If I understand you correctly, then, 

you are telling me that: Number one, the power would iiave to 

be priced competitively in terms of the substitute or aliterns:- 

cive sources of power here in California; and then, secondl7, 

it will have to be ;riced in excess of the cost of repayment 

ox those transmission facilities. 

But, at the present time, at least, you don't ‘ve 


ary predictions as to what area those two considezatiscis -- 







ox into what area those two considerations will lace the 
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actual cost of power in California. 


MR. SCHULTZ: I wouldn't dare to. 
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SENATOR COBEY: Thank you. 

CHATRMAN TEALE: Senator Williams? 

SZNATOR WILLIAMS: As I understand your presentation 
now, there is a surplus of power at Bonneville Dam, is that 
correct? 

MR. SCHULTZ: Well, in the northwest, sir, both the 


Bonneville Dam and the non-Federal protects. 
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SENATOR WILLIAMS: And you propose, then, that that 
surplus would be sent down the Pacific Coasiz toward the south 
and then, as California's needs increase and Oregon's and 
the others coming down, then it would be possible to open up 
some mines where you would have coal for establishing steam 
vlants. Is that correct? 

MR. SCHULTZ: That is right, siz, except that I wovld 
recommend che instaliation of a steam plant in the very early 
stages, because in a dry year in the northwest, we would still 
want to have power made availiable to Culifornia so that tie 
coal mine, even during the carly period, could be justified. 

SENATOR WILLIAMS: Are you trying to build up che coal 
industry ox supply California with power; tnat is what I am 


4 


trying to get from your presentation inere. 
If you have the surpius azready in the northwest, why 
estavlish ‘*ne coai mining industry first, or your steam plant 


rirst, to utilize the coal industry? 


: MR. SCHULTZ: Well, we may -- we nave a surplus in tac 
northwest. It is not continuous. There are times even durins 
: the ten-year period whem tnis power and enexsy would not be 
availabie. 

: SENATOR WILLIAMS: Oh, I see. fi have been tryuizs to 


find that in here. I think you made a mention of that in 














your statement that tucre would be times when there would 
be no surplus at all. 

As a matter of fact, there would be a shortage; is 
that correct? 

MR. SCHULTZ: Well, I wouldn't go so far as to say there 
would be a shortage, but I would say no surplus available for 
delivery to California, and that will be fo: substantial 
periods, ox there will be Limited amounts during quite lengthy 
periods. 

SENATOR WILLIAMS: Supposing there was a definite 
shortage in the northwest. Then would part of the power 
developed by this steam plant operation be utilized there and 
California or the southern part of the Pacific Coast talce a 
proportionate share? 

MR. SCHULTZ: Well, my study assumes that that ~ower 
would be dedicated to California, regardless of the conditions 
in the Pacific Worthwest. That would be a firm power supply 
for California. 

SENATOR WILLIAMS: Now then, for that, then, California 
would pay a price for the power which, I understand, you 
haven't determined, but it would pay a price which would take 
care of the steam plant, the coal that would be used in 
developing the power, and the transmission iines. Is that 
right; or would you come down here and say, ‘Well, Californians 


are paying so many mills .er kiiowatt hour. Therefore, that 
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is what you have to ,ay us" -~ even chough it might be 


excessive over what your costs would be in the northwest? 

MR. SCHULTZ: Wall, I think that is correct, but not 
entirely so. What we wouid propose to do is to value the 
power down here at the cost of the energy it repiaces. Th: 
is, we would value it, and out of that value, we woud 


accelerate the amortization of the transmission facilities, 


























say, Over a ten-ysar ,eriod, over which the siwplus was 
supposed to exist. Then the benefits over and beycnd that 
would be split between the northwest and California, so the 
users in California, by my plan -- and incidentally, I don't 
necessarily vecommerd that ;lan. I can’t. I just say that 
there would be sharing of benefits after the ,eople in 
California purchased this power at the ,revailing rate in 
California. 


there would be, if you rlease, a sharing of benefits 


whicn would mean *nat the power costs would be less here 





and act the same time you would be ,aying off che facilities. 


+ 
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be I make myself clear, six? 


SENATOR WILLIAMS: Wot quite. i taint: what you are 
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better say what I think. 





getting at -- mayve I nad 





I keep getting the feeling here from your presentation, 








what you are saying and what you nave read, that California 









is going to pay a price for che ,ower down here which your 


b> 












power would replace, and, remember, that tnere is no cheap 








yower in California. 


We nave develoned ali the cheap power in years gone 






by, so anyching we deveioy, from iiere ou out is going to be 






nLKetiy costly. 







iow then, you have this sur:jlus which, once every ten 


years or thereavoutcs, is -- tiay not be available. So the 









point I am getting at is: California may find itself in the 







position of not only ,;aying for the power at a cost far in 





excess of what it cost you people to develop it, but we may 









aiso find ourseives vayin che power that is soine 





to be shipped, as I read your veport, to Idaho anc co Wyonirs 
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and ali over the country. 
Is that a possibility? 


MR. SCHULTZ: Well, I haven't been quite that 


« 








3 4 <8 o- 
hy ee Py wo Le. © 


SEWATORN WILLGAS: Lf am thiakirg avout others that may 
follow you there. Soretiwes C.lifornia geis signed up with 
some decals in other parts of the country, ara we find out 
that we began paying through the nose, and i am just interested 


KY et or ; an fam Soman Pu 4 Sasa 1. 2 & 
in protecting our interests a Little Lit. 


CAATRMAN TEALZ: vo you uave a comment on that’ 


ts 


MR. RALPH BRODY: I would like to maize a comment. I£ 
am incorrect, Mx. Schult” can correct me. 


ts 
mf 
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tote 


I chink: you Aave to ‘ew this ir. two aifsexent 


a) 
~~ 


Senacor Williams. First of 1, as I widerstand Mr. Schultz, 
in order to evaluate the verefits waich would derive from 
construction of such a line, you taxe into account wnat tie 
costs of producing this power would nave vecn, nad you rroduced 
it in California. 

That is che maximum, and take the difference vetween 


“4 ° 


he cost of production off of that vower in the northwest, and 
oing it down here, and the cost of producing the equivalen: 
amount of ;ower in California. 

5 7 


So that is the measure of tne benezit which could be 


Gexived £Erom the construction of such a line. 


WN . ye yaena Cmca a ~ 7 ¢ s to 

Now, wnat you charge for this power cnce you get it 
tnto California, will devend on what vou want co do as a 
wit) LaLlt Oriria, WLaAs 3 Police ti WHat YOU Waiit ct v a 


locai matter. To tne cxtent you reduce the .rice below what 


it cost to recuce sn equivalent amount in California, reducc 
the amount of benexiti you get to tnat extent. 


J 


A 


Now, wnat tix. Schultz is also caying is that he woutc. 
Maximize these benefits. 


SENATOR WI-TAM>: Let him go ahead tere. 


> 
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WR. RALPH LRODY: Ue says you maximizes checrec 
or, xather, you maximize your cost in the ecsrly years oO 


acceierate the payment: of the line so that when you want to 
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bring -- so that you have a jaid off line to bring in 


- 


additicnal power later on at a much veduced cost. But 
there is a difference between compucing benefits overall, 
what the benefits will mean to a particular area, and saying 
wha xvates you are going to cnarge for the Lower. 

Ain I correct 

MR. SCHULTZ: That is right. 

SENATOR WILLIAMS: Ralph, I understand about the 
second line, how it is going to te reduced in cost, but 
supposing you don't nced the second line. You have still got 
the high rate for the first. 

MR. BRODY: I am saying this warticular line after 
you have paid off this cost and after the northwest has vullied 
back whatever secondary they want to ;ull back and you develo; 
new supplies and new supplies come over those, or supposin 
the secondary energy continues to be supplied over this line. 

Once you have paid off this line, chat seccndary energy 
becomes less cos<ly. 

SHUATOR WILLIAMS: Let somebody else pick up the bali. 

CHAIRMAI TEALE: Senator Miller? 

SAiATOR MILLER: Thea do i understand that if we get 
involved in this business, we end up with a ower Line that 
has been amortized? We nave gor cur cost back, which pucs 
us oxactly where we started, excert now ve owa a power Line. 

MR. SCHULTZ: That is correct, up to that point. 

SEMATOR MiL.LER: iliow, it seems to me you have got at 
least three states involved in this ;roduction now -- you have 
: 


got Oregon, California aid lievada. Why doesn't the Federal 


v 


Govermment do thir? They are already in the powez bucinesc. 
MA. BLODY: May I answex that? 
SENATOR MILLER: ‘I don’t care who answers ic. 


MR. BRODY: We are not suggesting who will build this 
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Youare not suggesting us‘ 


SENATOR MILLUR: 
MR. BRODY: We are now going into the question of 
feasibility of such a line. We are not recommending by whom 
it would be built. 
ENATOR MILLER: Because, you talk about bailing out 
some coal »eople in Cie Elum. I can't find Cle Elum in 


Contra Costa County. 


MR. BRODY: I think Mr. Schultz ;ointed out that while 


there are benefits to that area by virtue of reviving the coa 


industry, there are monetary benefits to Caiifornia, in 


addition to this. 


When you are constructing a line from one area, you are 


taking into account all the benefits that exist fcr all area 
There must be an interest or the part of the northwest to 
consent to shipping power to California, and this is one of 
the benefits which could accrue. 


SEIATOR MILLER: It Looks to me Like it might b 


(> 
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pretty good Federal preject. You are not suggesting we do 
this, are you? 

ME... SCHULTZ: Mo, siz. I am not suggesting tnat yo 
or the Federal Government or anyone do it. We will compare 
che merits of the three cases. 

Let me add: As far as the coal mines in Cle Zium are 
concerned, I am sure -- I am sure nobody in California will 
want to commit itselr to buy vower from any steam plant in 


Cle Zium wmless it is to their advantage to do so. 


So there is no commitment to buy watil it is definite? 


assured there are benefits, and I think the arrangemeiits we 


does benefit. 
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It doesn't necessarily have to be this one. The fact 
is, the transmission iine makes that ; ower available. 
SENATOR MILLER: Gut this is in the nature of dump 
power, is it? 
MR. SCHULTZ: io, the £irm power from the mine. 
MUATOL MILLER: Well, nitch it upg to some oil welis 
and you have jower, too. If am talking about the surplus 
power available; that is in the nature of dump? 


MR. SCHULTZ: That is in the nature of dump, or surplus 


SENATOR MILLER: Then somebody has to buiid some steam 
plants of one sort oc another; if you have the hydro aiready, 
that is another ;roblem, but we don't have that. 

MR. SCHULTZ: That is right, six. 

SENATOR MILLER: So then, if you taxe this power, 
this dump power, then you have to build some steam planis. 

MR. SCHULTZ: Well, you have to have steam power to 
supplement it, because in a critical water year, the power 
from hydro sources will not be available to California. 

SENATOR MILLER: Well, you didn't say anything 
differently than I said, did you? I said, you have to have 
steam plants if you are going to use this dump power. 


Mk. SCHULTZ: That is right, sir; I am sorry. 


% 


SENATOR MILLER: Then we either Luild steam plants 
here or somebody buiids them up there, is that right? 

MR. SCHULTZ: That is correct. 

SENATOR MILLER: So, all this is the same old dum, 
power business that has been available to us for years, aii 
the reason we rejected it was we didn't want to build any 
Siicam plants and go into the power busiz.ess. 

Isa't that true? Hasn't there been wower offercd to 


us from Bonneville -- I don't know whether it is the sme 




















amount or not -- prior to this time’ 

MR. SCHULTZ: I thank there has been some proposals 
to build the interconnecting facilities, but there has been 
opposition in the northwest, too. 

SENATOR MILLER: I see. i guess we thought it was 
available; they said it wasn’t, is that it? 

MR. SCHULTZ: Unless there w2re some severe 
restrictions. 

SENATOR MILLER: Ten, twelv2 years ago, I heard about 
this building steam piants to take this extra power from the 
northwest. In fact, I introduced such a bill one time. I am 
in much better condition now, fifteen years later, than the 
bill is. (Laughter .) 

MR. BRODY: Before vou came into the room, {i made a 
statement to the effect that the Pacific Northwest had, in 
the past, viewed with some fears and trepidations, the matter 
of exporting power to California, because they were fearful 
that the public agencies in California would attempt to assert 


t the 
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a priority over private agencies in the northwest, ch 
project was designed and built to serve that area, and they 
felt once this power was shipped down here, then California 
would attempt to assert preference ciaus2s against chem. 

SENATOR MILLER: Why aren't chey using it ia the 
northwest; because it isn't firm power, or because it is 
surplus? 

MR. SCHULTZ: It is surplus. 


SENATOR MILLER: But it isn't firm there, either, is 


Mn. SCHULTZ: It is firm if they had a markei: for it. 
SENATOR MILLER: You mean “and they tuila some sear 
plants.’ 


MR. SCHULTZ: Well, yes, of cours2, if they beil= steam 
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plants with it, 1¢ would be firm, but tney have some other 
conditions in the northwest that I haven't assumed here 
that actually makes the power firm up there, even without 
the steam plants. 

SENATOR MILLER: What are thev? 

MR. SCHULTZ: They sell large blocks of what we call 
secondary power it a critical year that they can interrupt. 

SENATOR MILLER: Tnis is something they give away 
cheap to get rid of, is that the idea -- I am not trying to 
put words in your mouth. i am trying to understand. 

MR. SCHULTZ: Yes, they sell ic. It so happens it 
is no cheaper than the othex power, but it is interruptable 
vy either party, either the user or Bomneviile. 

I might say, “interruptable" -- if the user can't 
use it, he has the right to discoitinue its delivery and 
i£ Bonneville is short, it can discontinue its deliver. 

So that is why I was reluctant to say they need a 
steam plant. They can curtail on their power delivery. 

SENATOR MILLER: Wow, is that a benefit tnat is throw 
in with this package you nave contemplated in your study; woulc 
we get the benefit of that? 

MR. SCHULTZ: We have given priority of that power to 
the aorthwest. 

SENATOR MILLER: Then tnat is not taxen iato 
consideration in this package that you contemplate. 

That is ali I have. 

CHAIRMAN TEALE: Senator Dolwig? 

SENATOR DOLWIG: I have a ;ractical trend of mind an7 
you indicated the transmission line would cost $200 millicr 
Then in your last sentence of your presentation, ‘ou ..dic’ ced 
che interconnection will pay for itself in complete in its 


first five years of operation. 














Are you talking about the entire $200 miliion in 
that sentence? 

MR. SCHULTZ: That is right. 

SENATOR DOLWIG: In answex to Senator Wiliiams' 
question, you also indicated there would be some primary 
vates and some secondary rates. In other words, would you 
depend upon the transmission lines -- the amount of power 
that was going to be initiaily used which might cost more; 
then, latex on, after you used other power, the cost of that 
might be lesst Is my statement correct? 

MR. SCHULTZ: I didn't: mean to imply chat, sir. 

SENATOR DOLWIG: Well, maybe you can straighten me 
out. 

MR. SCHULTZ: I see. Well, shail I continue with the 
approach we have taken; if I may, I will just go into that 
a little. 

the approach we have taken is that the power surplus 


now in the Pacific Northwest is of no value, as far as they 
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are concerned. If it can be spilled down here, it has a rea 
value in terms of the energy it displaces. 

Now, that represents the bencrit. Now, out of that 
benefit, we would say, since it is surplus energy in the 


northwest aud since it has a limited usefulness, we want to 


lato 


pay that facility off as fas: as we cat, because oace it is 
denied, somebody has to continue to foot the bill. 

So we want that paid off. 

Now, we dedicate that revenue first to a rapid amor- 
tization of the investment aad then, anything over and abcve 
chat in the way cf benefits would be split between the iw 
aveas. 

In other words, California people skould ct Le 


expected to pay more than the erergy that is displaced, auc 




















if there are benefits that accrue beyond that, they should 
be split with the northwest. 

We did not assume aay rates for the power, other chan 
the value for that which is displaced. 


SENATOR DOLWIG: What did you actually base your money 


! 


revemie to determine $200 million couid be amortized in 
years? 

MR. SCHULTZ: Tunis way, sir: We have assumed that it 
would xaquire something like $29 million a year, on a normal 
basis, to carry those facilicies. We nave assumed the value 
of the facilities. The annual vaiue on an average water 
year would be something like $56 million. 

Nuw, we have to pay that $29 million, regardless, tut 
obiaining the $53 million, we would have a profit then of 
$29 million. 

it just so happens the annual costs are twenty-nine 
and the revenues are fifty-eight. 

Out of that $29 million, we would apply approximately 
$15 million a year to accelerate the amortization, so the 
line would be paid off in ten years, or something like $15 
miliion. In that order, that would leave roughly about $12 
miliion to be split between the users in California and in 
the northwes¢. 

We have done it just that way. 

SENATOR DOLWIG: Let me ask you one further question: 
Upon what markets and rates did you base the $58 miliion 
annual revenue? 

MR, SCHULTZ: We have assumed that the charges for 
Capacity -- that is, the kilowatts would be at the rite o: 
915 a kilowatt year. Wow, the rate currently peid db “he 
private utilities or the companies here, a:: nea?’ as Ww. can 


determine, is between twenty-two and twenty-four dolizrs. 

















So that would be a benefit to them and $15 is what 
a public agency would pay. We have only used the public 
agency charges, and if sold to private companies, that would 
be that much greater benefit 

Then, we use a figure of four miits a kilowatt hour 
for the value of the energy. That is the value. That is 
based on $2.40 -- we figured that would be the cost of -~- 
$2.40 -- oi1. We figured that would be the cost over the next 
ten years. We just applied those figures, took the gross 
revenue tha would result therefrom, paid off the investment 
or applied tnat revenue so it would pay off the invescment 
in ten years; then, what was left over during the ten years 
would be split. 

low, after the facilities are paid off, and if these 
revenues continue -- let's assume that after ten years, there 
is stiil these gross benefits of $58 million, or whatever it 
is. Then there is a bigger melon to spiit between California 
and the northwest, simply because the line is now paid off. 

SENATOR DOLWIG: Mr. Schultz, have you made a survey; 
do you feel you have a firm market to bring in revenues to che 
extent of $58 million a year at the rates you just quoted? 

MK. SCHULTZ: We think so; yes, sir. 

SENATOR DOLIYIG: Than: you very mucn. 

CHAIRMA?N TALE: Senator Donnelly’ 
SENATOR DOMIELLY: I don': understand where these 
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racilities coming down in power iines from the northwest woud 


Pa 


euter California; how far they would enter California, and 
who would own them. 
SENATOR COLZY: Take a lool at your diagram. 
SENATOR DONNELLY: Let him answer. 


MR. SCHULTZ: I have appended to my si:ateme::<, and fi 


mentioned in my statemerit, there were two exilibits. If you 




























will look at the first, ishibit 1, in my statement, sir. 

MR. BRODY: At the end of the statement, Senator 
Donnelly, there are two sheets attached. 

MR. SCHULTZ: iow, this is the way which we now 
propose to route the 250,000 volt lines. You will see there 
that we have a connection on Redmond, Oregon, Klamath Falls, 
Cregon, in the Shasta area; then, in the Bay area; one neaz 
Fresno, and I show one here at Bakersfield. The one at 
Bukersfield, I must say, we just arbitrarily put the line 
there, but our studies may show farther south after we have 
discussed this with the ucilities in California more. 

Now, as to ownersnip, we are naturally not making any 
recommendations. We think that shat should be for the 
peopie of the area to decide. 

SENATOR DONNELLY: ow are the people going to benefit 
by paying chose off in five years, if after they are paid off 
they are owned by a private utility wno then increases their 
rates, because of tne value they have got in those power lines 
ana increased the cost of the electricity to the consumer 

MR. SCHULTZ: Would you mind, I think that is a 
question Mr. Brody should auswer. 

MP.. BRODY: Senator Donnelly, “Snere are no recommenda: 
tions in this report with respect to now tae line siould be 
built or by whom. 

The purpose of this study nas been to determine tie 
feasibility, engineering feasibility and ecouomic feasibilicy 


of line. 


Q 


onstcucting such a 
Once you determine that it is economically and 
enginecringly feasible, and several alternatives will be 

descrived ia the report -~ it is, as I undevstan’ fre. 


Mz. Scnultz, as to what kinds of benefits will b2 devived 


monetarily if it is constructed by one agen, the stae, 
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the Federal Government or another. 
Then it is up to the state or whomever is interested 
in this matter to determine how it is to be done. But this 
is principally now an engineering study. 
SENATOR DOMIELLY: But how can you determine that it 
is economicaliy feasible to build this when we don't know -- 
you say it is strictly from an engineering standpoint. Anybody 
can build almost anything if they have the funds to build 
I recognize that, and you say it cau be built. We would 
assume that vefore you started your studies. Wow, I think the 
important thing is: We have heard ail along these lines are 
going to be constructed and they are going to be constructed 
by some entity and they are going to be paid for out of che 
money that the people in California way for the electricity. 
Mow, if that is the case, then at the end of the five- 
year period that the people in California may nave paid -- [I 
don't imow whether they do cr not -- they may have paid an 
exorbitant fee for the line, who are they going to be owned by? 
That is very important to me in the ultimate. 
MR. BRODY: I believe you will find in the final 


report, as I understand Mr. Schuitz's contemplation of his 


final report, Senator Donnelly, he will present several 
Gifferent possibilities under which the li:.es can be con- 


structed and show that it is economically feasible, not only 
engineeringly feasible, for tnis to ve done. 


He will show the benefits which will accrue before 


few 


and after the payoff of the line itseif. So, by whomever 
it is constructed under these particular alternatives, it 


will show economic feasibility, as I understand his 


Sta:cement. Is that correct? 
MR. SCHULTZ: Tn2t is correct. 


MR. BGROUY: May I -- excuse me -- ma: I sav something 
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in supplementation of that? 


Again, I want to emphasize, at this particular point 
of time and that is the Department and tiie Governor, inde- 
pendently of what Mr. Schuitz is going to say, are not saying 
this line should be built under any particular auspices. 

We want to see his final report. We have been informed 
by him it is economically feasivle under any one of several. 

SENATOR DONIELLY: Mr. brody, the thing that puzzles 
me is the fact that we have political subdivisions that not 
only distribute their own power, but have to have that power 
wheeled to privately owned utilities. 

Now, in the State of California, we have such political 
subdivisions transmitting power, like the irrigation districis, 
and then we have the system that is suc in effect in Sacra- 


mento, where they wheel their power down from Shasta Dam and 
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get the benefit of it here, and the ching that I was intereste 
in was who is going to own this power line, because it is 
appareiutly going to be paid for directly by the people in five 
years. 

They are going to charge them enough so it will be 
paid ror in a very short period of time. I: seems to me that 
the people shouid get some reduction in power and not have tlhe 
cost to the people of California based entirely on what the 
cost of other power in California amounts to. 

In other words, we have to assume, as I uuderstand 
the engineer to say, where the surplus power in the northwect 
is not worth anything, it is worth considerable in California, 
and in addition to that, I suppose we are going io have to pay 
for transmission lines to bring it down heve. 

What I am particularly interested in now *.. gevvcing 
it to the people of California at the lowes: possible ccst. 


MR. BRODY: As I understand Mr. Schultz’ statement, it 




















- 


will provide ox can provide wider these auspices any one of 
geveral alternatives, Lower cost power in the area. 

Now, am I correct in that? 

MR. SCHULTZ: That is correct. 

SENATOF DOWNELLY: Lower than what? Lower than “he 
icrigation districts furnish; Lower than what the Cenirai 
Valley Project furnishes; ox lower than what -- the Facific 
Gas and Electric? 

MR. SCHULTZ: It is lower chan the prevailing cost 
or powex and energy to the major utilities in the area. 

CHAIRMAN TuALE: Senator Fisher’ 

SENATOR FISHER: I ama little confused, Mr. Schultz. 
I may have to cover something that you have aiready siaied, 
_anad I just didn't understand. 

I understand that yous basic $50 million per year 
revenue to whatever -- whether it is a private or public 
coneerm that builds this thing -~ is based on a four milis 
per kilowat*: hour celivery charge at a wholesale rate. 

MR. SCHULTZ: ‘That is corzect, sir. 

SLIHATOR FISHER: And you dou'ct make any distinction 
in figuring this four mills, as to whether it is sold to 
P.G. % E. ov Southern: California or SMUD or whom. 

MR. SCHULTZ: ‘Tiat is correct. 

SENATOR FISHEL: Is that four mills chroughout che 
entire length of the tle, or is that an average figure’ 

MR. SCHULTZ: Well, we nave used for ovr presenc 
Study -- incidentaily, for tne study we have assumed that 
power would be delivered to Southern California. We have 
done that just for the purpose of this particular study. 


Tthac may not be so in the actual operation, aud we avs 


ra 


checied with the people in Southern California and nave found 


tha: the expected costs of oil would be such that we cculd 




















use a figure of about four mills a xilowatt hour for the 
cost, and that is che figure we used. 

Naturally, we would expect to displace by an inter- 
connection of this «ind, the most expensive power that is 
beiug burned in the area, because that should be first to go 
off, and we figured that would be on the order of four mills 
a kilowatt hour. 

SENATOR FISHER: Wow chen, the $29 million amortization 
is amortization for what elements of the system; just the 
line, or does this include the steam planis’ 

MA. SCHULTZ: No. The transmission: facilities only. 
The cos: of the steam plant would go on. 

SEUATOP. FISHER: How much is that? 
MR. SCHULTZ: Oh, the steam plant would cost, and we 


Pt 


gures for that -- the cost of the steam plant 


feo 


nave used roush £ 
would be roughly about $6 million for tne plant itself, 
annual cost. The cost is about 2.2 mills ar nour for the 


energy. The total capital cost of that pliant would be oa 


G 


ce 


the order of about five to six million dollars -- the anaual 
cost, I mean. 

SHMATOR FISHER: Then che $56 million revenue cf four 
milis only pays for the transmission line, and the accelexa- 
tiou on amortization, and leaves the $13 million to be splii, 
as { understand, setween California and che northwest? 

MR. SCHULTZ: It also includes the normal charges. Now. 
we cida't acceleraze the amoritization of the steam power 
plant, because that would be ou a Long-term basis. 

SEWATOR FISHER: i understaud; that was not part of 
the $53 million. 

MR. SCHULTZ: The revenue from the power p< oduc 
by the steam plant would be part of the $56 -xillion, and the 


$29 million that I assumed would pay for th2 steam plan: on 





| 











basis of normal finances, not accelerated financing. 


SENATOR FISHER: ‘Tren the $29 million does include 


the steam plant, as well? 


“R. SCHULTZ: It does; it imcludes che steam plant, 


that is right, sir. 


SclATCR FISHER: That is what I wanted to know. 


The $29 million repayment, then, includes the cost of 


amortization -- however -~- the operation, as I understand, 


of the steam plant, as weil as the amortization of che 


transmission Zine. 


Now, does it aiso include any maintenances; any other 


maintenances? 


MR. SCHULTZ: it does. 


SEWATOR FISHER: So that includes voth the amortization 


and the operation of both the steam plant and tne line. 


MR. SCHULTZ: On a normally financed basis. 


SENATOR FISHER: On a normally financed basis. 


Tren 


you load avove that, I understand, for rapid amortization. 


MR. SCHULTZ: Of the craasmission facility. 


SENATOR FISHER: That leaves $13 million 


split between the north and south. 


MR. SCHULTE: That is right. 


a year 


to ve 


SENATOR FISHcR: iow, what is the cost of the power 


from Bonneville Power Acministzation? 


MR. SCHULTZ: As I say, I haven't gove into that as 


fo wnat ic costs. fi have gone in it from the vasis of what 


it costs them now, which is zero. 


SENATOR FISHER: Are they willing to deliver 


imtertie for zero’ 


MR. SCHULTZ: tell, I have looked az it 
{ft is surpius energy, and it is exergy that is 


wasted, aad I looked at it from the standpoint 
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can't be guaranteed to California, tie revenues from it must 
be used to compensate those peopie wao do secure the risk 

in the transmission facilitics, in a way wich we are sure 
it is paid at the earliest rossible date. 


Now, what would happen, as I see it, after the 


yy 
eS 


lities are paid off -- or, let me put it this way: Betore 


e 


off, Bonneville would agree to 


Ou 


the facilities are pai 


dedicate a portion of its revenue it would get on a normal 


vate basis to the payoff of that transmission line, simply 
pecause if it built those facilities itself, it would have 
to do the same thing. 

SENATOR FISHER: Just like a gas company putting out 
anotner station. 

MR. SCHULTZ: It is on tne same order. We believe 
that if we show feasibility and show that they are benefiting 
by this, and after the facilities are paid off, that Bonneviilc 
and the northwest ther would benefit to a higher degree, that 
it would malice it a very worthwhiic arrangement for both 
California and the northwes 

SENATOR FISUER: If, om the other hand, rather than 


dedicating their revernucs from the project to amortization, 


wots 


Je sone 
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they just charge two milis, for instance, ‘tien the price down 


O 
her2 would be six mills, would i& not, in order to make the 
950 million -- you would have to jump that, wouldu'’t you? 

MR. SCHULTZ: You mean -~ 

EWATOR FISHER: Lf they charged for it. 

Mk. SCHULTZ: If they charged the two mills -- well, if 
they charged the two milis on the basis of surplus, ther I 
would, if I were the purchaser, suggest to Lonneviile, then, 
that they pay or help pay the transmission ccsts. 

SENATOR FISHER: Well, it is a bookkeeping thii,., 


= oa CL ods 2.8 o » 9 . 4 2 2. 4 ao? * 2 7 
~Sn't it? You either give it outright cr ‘t:lre the two mills 

















and veinvest it ix: the line. 

MP... SCHULTZ: Weli, if I amortized in ten years, cn 
that basis, if I were bargaining with Bonneville, I would 
want Donnevilie to share with me in the rapid amortization 


of these facilities. 


=> 
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I mean, that is a bargaining position, I believe, 


nto. 


[> 


areas wili get 
I think it represents fairness «o both California and 
the northwest, because, say what you will, that intertie nas 
to be feasivle to the peopie of the northwest and to the 
reopte in California. Somebody has to underwrite it and 
there has to be some inducement. 
SENATOR FISHER: Let me ask you one further question: 
After the surpius is no longer available from the northwest, 
what benefits would Cal rnia have in such an intercie or 
interconnection iine, if a 
SCHULTZ: Well, we get back to this steam power 
plant. That means you would be able to deliver power from 
this steam power plant as long as the resources vemaiied 
there 
SENATOR FISHER: Is tiexe any reason to vLelieve that 
the steam power would be produced in a much lesser figure 
an Washington than California? 
MR. SCHULTZ: Yes, sir. That would be it. 
SSiUATOR FISHER: How much less’ 
MR. SCHULTZ: Well, it would appear to us that that 
powez could be made available at, on, about 2.2 milis a 
kilowatt hour, and I have been using tour mills down here. 
SENATOR FISHER: You had better investigate the coai 
mines in Mt. Diablo, down in Senator Miller's disirict, maz 
you can interest him in it. 


MR. SCHULTZ: I will be glad to. 
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CHATIMAN TLAL: Senator Pegaii’ 


Fa 


SENATOR REGAN: I nave a coupie of factual questions 
I would like to get settled in my mina as to cost. 

When you were reading from your paper, you said,in 
effect, that the powex and cnexrgy loss in transmission over 
the circuit, the 500 kv connecting facility, and I think you 
said, associated substations, would on the 2 million t:ilowatt 
transmission, be a loss of about five to seven; with a load 
of two million, ten per cent. 

My first question is: Is that a normal ioss or 
average loss? 

MR. SCHULTZ: We tninik for transmission it is even 
less than a normal loss, but I would say for our purposes 
nere that it is within a normal range of coiuditions. 

SENATOR KEGAN: I believe you said that an overall 


investment in the interconnecting circuits would be approx:i-~ 


mately $200 million, anc then a couple cf pages iater, you 


said we estimate the cost of tnese transmission facilities 


c 


will be in the oxder of $Z00 million, and then this phrase 


coed 


that I would like to have you explain: “Not taking into 
account the system reinforcements which may be necessary to 
suppovt contemplated interchanges of powez." 

What additionual costs woula there o2, when you use 
that phrase? 

MR. SCHULTZ: We naturally would have to «= not we, 


but the systems connecting to tiese facilities, would have 


ce be veinforced, either to bring the power tc, ox taixe the 
power away from chese facilities, but we feel those charges 


may not necessarily -- as a matter of fact, we feel quite 
Stiongly in many respects that these charges are :.ot 
necessarily chargeable against the intercoiimecticu. Li.cy 


will reinforce the locai systems. 
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SSWATOR RuGAN: What I am thinking 





the overali investment? You said "In the beginning.’ I am 
interested in what the overall investment, notwithstanding 
che final decision who is going to be the investor. 

MR. SCHULTZ: Our feeling is the overall investment 
chargeable to these facilities will be $200 million. 

SENATOR REGAN: Then an additional investment in the 
system reinforcements, how much would that be chargeable to 
somebody else, then, ox to some other agency or facility, ox 
whatever you wish’ 

MR. SCHULTZ: Oh, chat at the moment is somewhat 
incetexminate until we get into those -- the amount is 
indeterminate, but -- I con't want to burden you with this 
but I want to make sure that I clearly state that the charges, 
to our way of thinking, would be charges that would be 
aneurred by these agencies if the tie were not there, anyway, 
because it serves a purpose of reinforcing their systems. 

I nope I make that clear. 

SENATOP. REGAN: You make it clear to me. What I have 
in mind is this: Assuming one agency, say, the Federal 
Government -- there is goin; to be a suggestion che Federa 
Government does ali of this. This is just as an example. 

What I am trying to find owt is whether or not there 
is an overall investment -- so the goverrment would do it. We 
doi. want to be spinning our wheels. I am “ust locking for 
some information. 

MR. SCHULTZ: et me cut it this way, at least what 
oui assumptions wresently arc: Our feeling is if, for 
exam vie, we deliver the power, say, in the vicinity of Fresro 


0 Bazersfield, then the local power company wou" ma... th- 






conneccions and provide the funds for that, if made at 
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teld or further south. The local utilities would 
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provide the funds. 
Up north, the same set of conditions would prevail. 
So far as the investment is concerned, we have looked 


at it in terms of broadly $200 million. 


fate 


SEWATOR REGAN: Wow, if we were wheeling two million 
kilowatts over che interconnecting system, in order that you 
could wheel that, do you nave to build additional power 
reservoir facilities in any particular area in order to reach 
that contemplated two million? 

MR. SCHULTZ: Wot a reservoir facility, sir. 


SENATOR RUGAi: Is it only the steam plant that you 


a) 


have 
MR. SCHULTZ: That is the steam planc. 
SEWATOR REGAN: Only the steam plant: 
MR. SCHULTZ: Wow, let me make this clear, too, as far 


7 


as the steam plant is concerned: he steam plant is not 
absolutely necessary, as far as this is concerned. 

We think it aids the economy, and particularly, the 
supply of power to California. So the steam plant is a 


sugzestion for che particular plan we have shown here. 


e- 


SiiATOR REGAN: What I am trying to get, again, is the 
mattex of investment. if the power is presently availabie in 
jorthwest, so chat if you buile the system today 
at a cost of, say, $200 million, you would then have available 


ror transmission two million kilowatts. 


Then we have a figure, but in overali investment, if 
we buzlt the system and then had to ouild additional facilicies 


in order to provide the powe:: to wheel, I am trying to find 
out the: if that is necessary, then there is an acditional 
figure when you reach the matter of investmer.i. 

MR. SCHULTZ: Yes. W- are proccedius -- * wilt zo back 


co that perhaps just a litcle differently. tie ave proceeding 
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on the assumption that the transmission facility in the 
areas have to be enlarged by reason of the growth in load, 
anyway, and those wiil be needed, and it will be tne local 
utilities who will build those. 

Tt wouldn't be moot to build ovt from this. The first 
think you know, we would enlarge the areas of service, the 


scope, ana perhaps the identity of the agency, too, in builaing 


I 
Cc? 
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It would be for the local utilities to build chat, and 


3 


that charge would not be agaiast the intercomecting systen, 
because there would still ve other benefits accruing from 
these interconneccioiis. 

We will look into that in more detail. Wc nave had 
no opportunity to do so yet. 

SENATOR REGAN: Have you reached a stage in your study 
where you are planning a figure iike the transmission of 
“X' number of kilowatts over a population of California in 
what mumber? In our other studies, we say we have sixteen 
million here and we have in the foreseeavle future forty 
million. 


MR. SCHULTZ: Wo, we haven't done tiat, Mr. Senator 
? 3 3 


rh 


or the reason we find out the loads are so great; they can 
oad tnese particular facilities up to their full capacities, 
and that is wnere we stopped. Lf there is more power 
available in the northwest and the demai:ds are greater than 
we contemplate, then all that would nave to be done is build 
more ztacilities. 

SENATOR REGAIT; One final question: voes your study 
anticipate the full use of California's power potential from 
ali sources? 

MR. SCHULTZ: That is right. Certainly, ail iycro 


potentials. 
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SUUATOR REGAIN: So that when you make a finding on 
that you will have talen into consideration that in the 
California Water Plan, where they contemplate, I think, it 
says 260 major dams and reservoirs arid so on, that you are 
taking into consideration the full power potential that 
California could generate and use, and this would be in 
addition to chat? 

MR. SCHULTZ: That is right. We fina that in, say, 
1970, California will require something like eighty billicn 
kilowatt hours of steam generated energy alone, steam ox 
atomic. 

That is not counting the hydro. We have discouncte 
che hydro. We are only talking about transmitting ten billion 
out: of the eighty. We think that the figures,of themselves, 
are convincing that we woulc have ao problem of disposing of 
power. 

SEMIATOR REGAN: One final question: Does aay of your 
study clan to retire any source of energy in California? 

MR. SCHULTZ: io, sir. 

CHAIRMAI!] TEALE: Senator Miiier, and cnen Senator 
Christensen. 

SENATOR CHRISTEINSZI: I want to carry out Senator 


hegan's questioning a little more. 


mh 


You state ou page 10, ‘tic are in the process o 
analyzing the energy requiremenis forecast by the Department 
of Water Resouxces for the Southern California Aqueduct.’ 

I believe you also said that you concluded that you 
had a firm market for any of this power which would retucn 
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$58 million a year once the project is completed. 
In the event the Southern California Aquec : ©. 3% 
never buiit, would youx answer still be the same‘’ 


MR. SCHULTZ: Yes, sir. 








SENATOD CHRISTENSIIT; in other words, you do not 
regara this as any :art of the Southern California Aqueduct 
pumping requirements? 

Mit. SCHULTZ: WNo, sir. It is just a question how you 
would wish to allocate the bencfit, irsofar as the Aqueduct 
is concerned, or how you want to apply the revenues. 

It doesn't matter so far as we can see. It doesn't 
affect the feasibility in that respect. 

MK. BRODY: May I volunteer there: What I believe 
My. Schultz is saying, is that if the Aqueduct is built and 
if this line is built, that this is a source of low cost 
power for the pumping on the Aqueduct. 

SENATOR CHRISTENS“N: What I had refererce to, 

Mr. Srody, was a statement here that one of the proposed 
benefits is the availability of cheap power for pumping under 
the Aqueduct. I think Mr. Sciuitz has said that is not a 
cordition, and there is still a firm marxet ia his opinion. 

Now, in the event that be not built and the cost of 
the project, the transmission line, which I believe was 
estimated to be $200 million -- would the cost be any less 
by reason of not contemplating Eferzentiy of power under 
this transmission line to the pumping piants? 

MR. SCHULTZ: Wo, it would b2 the same. We have 
assumed power would be delivered at certain key points in 
California, and if the pumping plants picked up that power, 
tne cost of the facility to deliver that power locally woulc 
be chargeable for the pumping plants themselves. 

So the cost would be tne same. 

SZNATOR CHRISTENSEN: Have you given any thought or 
reached any conclusions as to any lesser costs te" “ix 
building of a transmission line to a point further aorta than 


bakersfield, merely to serve northern California? 
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MR. SCHULTZ: io, we haven'i done so, for the one 
reason that our instructions from the state -- from the 
Department, are tnat we were to seca how the benefits could 
be spread over the entire state, arid so we have considered it 
as a whole. 

ilow, if we shorten the transmission districts, chen we 
restrict our market and the big market is in Scoutnern Cali- 
fornia, Lased on our present stuuy. 

SENATOR CHRISTENSZIi: In other words, then, if I 
understand you correctly, a transmission line serving only 
Worthern California termninacing in ilorthern California, would 
not be possessed of the same firm market that you referred to‘ 

MR. SCHULTZ: That is correct. 

SENATOR CHRISTENSEM: So that in ordar co do this thing 
at all, we have to build this, or someone would have to build 
this Line dowa in Southern California, the transmission Lie? 

Mk. SCHULTZ: That is correct. 

SEUATOR CHRISTENSEN: iow, have you, in the course of 
your studies, in determining that figure of $200 million, 
arrived at any conclusion as to wnac the cost of it would be 
to develop an intertie just terminating in torthern California: 

MR. SCHULTZ: We haven':. We have not done so, first, 
because some studies have already veer made by the Bonneville 
Power Administration in that ,articular respect; and, second, 
it would violate our instructious, because our instructions 
were: “Treat this as a major integrating facility,’ and we 
couldn't integrate all of California with the northwest, excest 

, nign capacity tie that travers: i 
of the state. 

SENATOR CHRISTENSEN: Assuming you ar2 pos 2ss< 
any impunity fox violation of the instructicas, ace you 


Cy 


position to give us any estimate of what it would | 











terminate in Northern California? 





%. SCHULTZ: Wo, sir. 
ENATOR CHRISTENSZN: Any percentage? 

MR. SCHULTZ: I could give you a percentage as to the 
cost, but then I would have to make a study as to what the 
benefits would be, and if you recall, I stated here that for 
our present purposes, we have discounted the market served by 
the Pacific Gas and ilectric Company for our orcsent purposes. 

So it would mean tiuat the market would be very mucin 
restricted, and therefore feasivility would be definitely 
in question if this intercomecting facility doesn't go all 
the way cto Southern California. 

SEHATCR CHRISTENSEN: So our conclusion -- the only 
way you can positively state today chat it would be economic~ 


ally feasible would be to complete the project at a cost of 





9Z00 million, which would bring the line inco Southern 
California: 


MR. SCHULTZ: Yes. liow, you might do this: You might 





build it in installments. You might build che first line one 
year, and a year or two later, build the second line, whicua 
would cut the cost mayve by about forty per cent. You wouldn't 
have to build both lines tog::ther. You would have restricted 
efits, of course, but you would stiil have that market 

dow: there and you couid build it in installments, so it 
wouldn't require the initial invesiment of $200 million 

We haven't explored that line, either. 

SENATOR. MILLER: Mr. Chairman -- 

CHAIRMAN TEALE: Mr. Brody? 

lik. BRODY: I was going to say in connectiou with 
Scnator Christensen's inquiry, thai: one of che beiefi-: th. = 
Mz. Schultz has evaluated here, was the ability of this 


line to market powex from local developments ir the 








- 54 - 






northern part of Caiifornia ecisewhere than in Norther 
California. 

In other words, power which is generated from 
projects such as Placer County Water Age:cy or any other 
developments in the north could be shipped over this line, 
assuming other arrangements could be made with purchasers 
in Southern California, rather than restricting it to Northern 
California alone. 

That is one of the benefits which is considered in 


nd 


the evaluation of a major intertie throughout the state. 


SENATOR CHRISTENSi1: Wherever che line exists, it 
could be used for the purposes for which it was built 

MR. BRODY: And the fact that this is one of the 
benefits enlarges the market and makes for feasibility those 
projects which are being considered in the northern part of 
che stace for power development. 

It enlarges tine market and thereby makes possible 

wiier more projects. 

SENATOR CHRISTENSEN: Would this transmission line, so 
far es your studies indicate, dzplicate any presently existing 
transmission lines? 

MR. SCHULTZ: Wo, sir. 

SENATOR CHRISTENSEN: CVP or private? 

MR. SCHULTZ: As a matter of fact, our feeling is it 
would increase their faculty for the purposes we calked 
avout. 

CHAIRMAN TEALZE: senator Miller? 

SEWATOR MILLER: I would Like cto commer:t on tiat 

bit before I go on to something 2ise. 

Then, do I understand that you are sucgest™ 19 ¢t. 
Senator Christetisen that none of the private facilities 


Central Valley Project facilities have additional capac 





other thai that now being used at their peaks’ 

MR. SCHULTZ: Well, they don't have capacity 
of the amount of power we are talking abouc. 

SENATOR MILLER: The fact remains they do have 
additional capacity, don't they? 

MR. SCHULTZ: Well, by che very fact that we vuild 
these high capacity facilities, each tends to support: the 
other, in a sense that they can carzvy more power. 

Ie is just like, oh, -- it is like two inebriated 
gentiemen walking down the street. Going singly, they can't 

it. 

SENATOR MILLER: Be careful. iT are some expert 
up here on this subject. (Laughter.) 

MR. SCHULTZ: But the fact, walking down together, 
they can support each other -- we commonly use that as an 
illustration. (Laughter.) 

We think it would improve the capacities of the 
existing facilities. 

SENATOR MILLER: Wow, I would like to gec down to what 
I think might be some fundamentals. I hate to do it just 
before lunch, because it may dull the appetite of some, but 
is tuere a power shortage in Caiifoviiia? 

MR. SCHULTZ: So far as i iknow, there is not. 

SiNATOR MILLAR: Is there a power shortage in Northern 
California? 

MR. SCHULTZ: I am sure the agencies there are taking 
care of the power requirements. 

SENATOR MILLER: Then, as far as you know, there is no 
power shortage in Northern California; is that right? 

MR. SCHULTZ: I am quite sure there is no *noric 32. 

SENATOR MILLER: Do you contemplate = powcr shortage 


in Northern California? 

















MR. SCHULTZ: ilot a shortage ~-- you say in Northern 
California? 

SENATOR MILLER: In Northern California. 

MR. SCHULTZ: ilo, sir. I think tue agencies there 
are planning to take care of the load srowth. 

SZNATOP. MILLER: Ti.en, you contemplate a power shortag 
in Southern California -- excuse me -- is there a power 
shovtage in Southern C.1lifornia? 

MR. SCHULTZ: No, I am sure there is noc. 

SiMATOR MILLER: Do you contemplate a power shortage 
in Southern California? 

MR. SCHULTZ: Well, naturally, I don't speak for those 
uciilities, but I am sure they are taking care of their future 
needs, all of them. 

SENATOR MILLER: Well now, it seems to me you cana make 
all these studies and put all these words on this paper, bu* 
if you don't have any shortage, present or future, it seems 
to me you have got to develop some other reasons to build tie 
project. 

ik. SCHULTZ: Well, Mr. Senator, in che future, there 


ve a shortage if you doa’: build facilities, and the 


f=! 


wil 

question is: Do you build the facility as you normally do 

ox tale advantage of this intertie to meet that Load growth’ 
SUNATOR MILLER: Ali vignt. What you are suggesting, 


then, is that instead of doing what we would normally do, 
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which i assume would be construction by privately owned 
public ucilities, that you may do this for what purpose? 

You would substitute this for their future needs fox 
what purpose? 

MR. SCHULTZ: It could be for two puxposes. O.- wo 
be to meet load growth, and thereby postpoue the constivetion 


fa ° 


of steam-generating facilities; and, two, displace the cnergy 
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that would otherwise be ;»roduced in steam power plants. 


You don't have to have a shoxtage as such, to justify 


/ 
the construction. Just by displacing fuel generation, you 
can justify the facility. 

SENATOR MILLER: Well then, if I understand you, you 


a 


ust said the purpose of this would be to displace fuel 


Cont 


generation; is that right? 
MR. SCHULTZ: That will be one of the wurposes. 
EMATOR MILLER: What was the other? 
MR. SCHULTZ: Provide for growth. 
SENATOR MILLER: Lut i thought you suggested a few 
moments ago that there would be no shortage in the future. 
ilow, I am assuming we are going to continue to grow. 
MR. SCHULTZ: iWeli, Senator -- 


SENATOR MILLER: And I think everyone else is assumin 


MR. SCHULTZ: Well, i saic that there being no shortage 
is assuming that they buiid facilities to meet the growth. 

SENATOR MILLER: And you also stated that you assumed 
that they were building facilities to meet the growth. Is 
that rignt? 

MR. SCHULTZ: Or, if tais interconnection provided thera 
witu a more economicai source of power with which to meet 
growth, they would postpone those particular facilities. 

SENATOR MILLER: A moxe cconomical source of powex. 
Then, really, what you are talkirg about is price, is that 
correct? 

MR. SCHULTZ: Among other things, yes. 

SENATOR MILLAN: What are tne other things? 

MP... SCHULTZ: Reliability of service. 


EIMATOR MILLER: Steam is more reliatle than sav thine 


~ 


I know of; wet year, dry year, it doesn't make any difference. 







































MR. SCHULTZ: Wo; I am talking, sir, about spinning 
reserves, getting the venefits of the diversities between the 
two areas. 

t times, you have peak loads in the northwest tnac 
don't occur in California. During chose particular periods, 
the power from the north can be made availiable to California, 
and vice versa. 

SENATOR MILLEN: What are we doing now to handle those 
contingencies in California? 

MR. SCHULTS: As far as the ilorthwest is concerned, we 
are going without. 

SSHATOR MILLER: But we are not in che northwest. We 


> 


are assuming benefits to California. What are we doing now 
to tale care of those emergencies you state might occur in the 
future? What are we doing now? 

MR. SCHULTZ: iach agency presumasly is providing its 


own reserve capacity to take caxe of these uecds. 


SENATOR MILLER: So, <herefore, we don't need it, 





on tne basis of any pirysical thinking, is that it? 
MR. SCHULTZ: You don't neec it, but you can save 
vy eliminating it. 
SENATOR MILL: Well, you are talking about dollars 


s that ricatc? 


“O° 


be 


again; 
i. SCHULTZ: Yes, on that basis, yes. 


SENATOR MILLER: Wow, are you taliing atout anycning 







but dollars that we need? 


MR. SCHULTZ: Well, I think I can trauslate ,rac-~ 









tacally everything to dollars, waer we get right down tn 
it. 


SENATOR MILLER: Well, that is the potnt [ am sxcti-g 








ac. You talk about we can do these taings and viutices ways 








ox doing them, and we will end up saving soe money. 







































Now, tell me, if there is no shortage that is 
stopping the growth of Caiifornuia at the present time, what 
are we going to do with this power in the future and why 
do we want to save this money? 
What will be the direct benefit, the real benefit? 
MR. SCHULTZ: Well, I am afraid I don't follow you, 
sir. 


SENATOR MILLER: I am going around the bush. Let me 


in the Pacific Northwest, the Bonneville project, as 
I recall it, and I believe the Coulee Project, to almost the 
same extent, at least a similar extent, was predicated on 
the supply of tremendously cheap power, hydroelectric generated 
power, that would open up the northwest, and we know that some 


Ca 
ds 


major industries who are high, firm power users moved to the 
nor chwesc. 
As a matter of fact, che Alumitum Company of America 
is just a few miles from Bonneville, is that correct? 
MR. SCHULTZ: Well, it is in the Bonneville area. 
SENATOR MILLER: Sixty miles, if that. 
MR. SCHULTZ: Less than chat from Bormeville vam. 
SENATOR MILLER: Yes, and the Bonneville Project, as 


f understand it, has a postage stamp rate. Is that Likewise 


MR. SCHULTZ: That is 

SENATOR MILLER: tio difference how far away you get; 
the same rate, 

MR. SCHULTZ: Within the service area. 

SENATOR MILLER: Which is rather a large area. 

M2. SCHULTZ: That is rignt. 

SEMATOR MILLER: And that rate is about a mill 


delivered. 

















MR. SCHULTZ: It is two mills a kiiLowatt hour 
delivered. 

SENATOR MILLER: On the actual ;ower that is being 
assumed by the so-calied industries in the northwest, what 
do they pay, one mill or two mills’ 

MR. SCHULTZ: Two mills a kilowatt hour. 

SHIATOR MILLER: For even this power that is inter- 
ruptavle? 

MR. SCHULTZ: That is correct. Now, Let me interrupt 
here. When I say two mills a kilowatt, this assumes delivery 
of power one hundred per cect of the time. There are other 
rates, but for these indus“ries -- 

SENATOR MILLER: That is why I asked you the question, 
because for the principal amounts of power used by the 
principal industries, it is my understanding that they pay 
one mill on the basis it is interruptable, tut it has oniy 
beea interrupted once in the last six or seven years, for a 
comparatively short period of time. 

MR. SCHULTZ: Wo. {it is two wills a “kilowatt hour. 

SENATOR MILLER: All right. i have to take your word 
for it, because I don't tnow. I just chought they bought 
interruptable powerx and in fact, were using it on a sub- 
stantially uninterrupted basis. 

At any rate, it is two mills? 

MR. SCHULTZ: That is right, six. 

SGUATOR MILLER: Wow, what are we going to do with 
that power down here at wnat -~ three, four, five miils’ 
MR. SCHULTZ: Well, I used four mills as a value. 

SjiNATOR MILLER: What are we going to do witn it down 
nere at double the cost, if they can't seil it tr major poies 
ers at half the cost, or half the cost we will seli it for 


MR. SCHULTZ: That is because of tie problems of 


























availavility. The industries want this power delivered 


substantially 100 per cent of the time. Much of this 
power is available only 50 per cent that was coming to 
Caiifornia. 

SENATOR MILLER: Why don't they hitch up the coal mines 
at Cle Jlum and make it available 100 per cent, if people 
would us it? 

Mi... SCHULTZ: They don't have tne market for it yet. 


SEMATOR MILLER: Then I didn't ask tne right question. 


ho @ 


Let me try again. Why don't people 3o up to the 
northwest and buy power at cwo milis, if you assume they would 
use it down nere for four mills? 

MR. SCHULTZ: You are using it for different purposes 
down here, and you are using it here on the vasis of its 
competitive value with ocner fvels. Up there, the competitive 
vaiue is a different thing. 

SENATOR MILLER: Ail right. $I will drop that for a 
minuie. 

Do you have major industries usiag other fuels for 
enersy in the northwest, rather than using hydro power or 
Bonneville power, regardless ox how it is generated’ 


MR. SCHULTZ: I think very little, if anything. 


rH 


SENATOR MILLER: 1 dou'c think any, as a matter o 


MR. SCHULTZ: That is right. 

SEIMATOR MILLiR: What difference does it make if other 
fuels are available; the cosi: is still two mills. 

How do we attract industries down here at double che 
price; say, a chemical plant like Alcoa? How do we attract 
thom away from you folks up there? 

iim. SCHULTZ: wW11, that isa't the purvose of my 


study. 














SEWATOR MILLER: io, but that is the purpose of my 
question, sir. 

You see, I happen to believe you can open up a new 
area if you have enovgh cheap power and water. I have seen 
it done. 

MR. SCHULTZ: I don't think you are going to get the 


northwest interested in delivering power nere so you can 


* 
attract industries here, as against the northwest. I am not 
talking about attracting incustry. You stated it before ana 


I will be glad to confine myseli to the particular benefits, 


e-! 


js 


particularily on the basis of economics; it is justified. 


e 
KHATOR MILLER: That you can save some money for ali 


9 


the people of California, is that right? 


MR. SCHULTZ: Califomia and the Northwest. 


Ls 


SiMATOR MILLER: Except chose that iive in the P.G,. & 
service area, because you disregarded that completely; is 
thac rignt? 

MR. SCHULTZ: tlell, I have discounted them for our 
present purposes. 

SeNATOR MILLER: How about future purposes? 

iiR. SCHULTZ: It ali depends on wnat we work out with 
Pacitic Gas and iitlec’ric, or what can be worked cut. 

SEMATOR MILLER: Don's those folks wan: to save moncy? 

MR. SCHULTZ: Weil, at the moment ~-- 

SENATOR MILLER: At the moment they don't? (Laughter.) 

MR. SCHULTZ: Well, ac the momenc, they suggested we 
look to other mariets, and that is what we have done. That 
doesn’: mean that is final, by any means. It does prove ix 
is feasible without that market. That is ail i am saying. 

SLMATOR MILLER: I see. May I asi: Mr. Brot7 a ~upl: 
of questions? 


CHAIRMAN TAL: Surely; go ahead. 

















SENATOR MILLER: Ralph, one of tne purposes of tisis 


project would be to suppiy pumping power for lifts over 


the hills between my frog pond and your clear water down ai 


the other end of the line, between the Delta and Southera 


MR. BRODY: tI couid we used for che purpose. 


SENATOR MILLER: If it were, in fact, used for that, 


there wouldn't: be much need for Oroville bam, except 


flood control purposes; is that correct? 


MR. BRODY: ifot necessarily, Senator, because 


overall sower requirements of the project for pumping will 


+ 
; 


be greater than what Oroville will produce. 


for 


the 


EMATOR MILLAR: But if you had this -ower, you 


wouldn't have to produce any at Crovilie, would you? 


MR. BRODY: We -- I don't imow whether that would 


satisfy all the requixements. Are you familiar with the 


figures on that? 


SEWATOR MILLER: In terms of kilowatt hours, it would, 


wouldn't it? 


~ 


MR. SCHULTZ: We have assumed the Oroville Froject 


? 


“n terms of our sale of powez -- we have assumed the 


~ 
' 
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SENATOR MILLER: I don’t know anything about kilowatts 


and ali these terms you have in these pamphiets. Is 


roville Project will be constructed as originally scheduled. 


enough power to take care of the California Water Project 


Canal to Southern California? 


CHAIRMAN TAL: While we are consulting here, I wouid 


like to ask Mr. Hill and Mr. Coe ~~ I understand you 


a plane to catch this afternoon about 4:30; is that correci? 


Will it be all rig 
lunch at 2:00 sharp? Wil 


gentlemen? 


ni if we hear from you **rst 


1 that be ali right wit’: you 


two have 


‘£te: 






































MR. BRODY: As I understand it, Senator Miiler, the 
tocal amount of power witch could be transmitted over this 
line, assuming that it was continuously available, would be 
about equal to what the pumping requirements would be. 

That is, assuming none of this power which came down 
from the northwes: would be furnished to cthers. 

SENATOR MILLER: It is equai to the pumping requirements? 

MK. BRODY: Just about equal to that. 

SENATOR MILLER; And at four mills, what does that 
figure out in dollars? 

MR. BRODY: With Mr. Fisher's calculations chere, 
$56 miliion a yeax. 

SZUATOR MILLER: $56 million a year for pumping costs, 
cight? 

MR. BRODY: Yes. 

SENATOR MILLER: Well then, if you had an equal amount 
o£ power, you could devote ali this power to the pumping, which 
woulda take care o£ the deficiency of the project and also take 
care of any concern about building ,;ower facilities at 
Oxoville Dam, is that correct? 

MP... BRODY: For a time. 

SENATOR MILLER: Why not forever? 

MR. BRODY: Because, as Mr. Schultz pointed out, this 


La 


powex is not available for the large block, only for -- 
SENATOR MILLER: Sooner or later you would have to put 
old Cle itlum'’s coal to wort? 
MP. BRODY: Wholly apazt from that, I say, the 
undcpendable energy from the northwest would be available 


for a period of only ten to twenty years. 


SEANTOR MILLER: But Mr. Schultz suggested it t.. eru 


© 
Fa 


chat time you are going to put the coal to work, because 


- 


is chea;j. 














What do we do at the end, if we don'i: do that? We 


have got this nice paid up line. What are we going to use 


MR. BRODY: Oh, you will use it. 

SEUATOR MILLER: Oh, we will use it, you can be sure 
of that, but do we need it? 

MR. BRODY: Yes, you do, at che end of the period. ft 
serves a lot of other j;urposes. Keep in miid we haven't taken 
into account surplus power tha may be available after that 
from Canada and other sources. We aren't shutting you off in 
our study. We are just arbitrarily shutting off at ten years, 
just for the sake of being conservative, but goodness 
gracious, I see a long and useful life out of that facility. 

SENATOR MILLER: Therefore, chere would be power there 
generated one way or another, or brousht from one way or 
another, in your opinion, used to supplant the generation 
Facility of Oroville as far as the canal pumping requirements 
are concerned; is that right? 

MR. SCHULTZ: Well, if Oroville were not built, it could 
be used for that purpose. 

SENATOR MILLER: The point is, you doiu't have to bduila 


Oroville for power »urposes, i 


eC 
Je 


you do this, or the Line is 
of no value. You have to make up your mind one way or 
anccher. Is that unfair? 

MR. BRODY: I do tnink it is uufair. 

SENATOR MILLER: The geniiemar says you will have che 
line, and I say, what the hell will you use it for? 

Mn. BRODY: I£ you don’t sell it to the project -- the 
point is, Senator, when you take into account the power 
requiremeut aad the gross loads in the State of C: Lif. «xia, 
you have to take into account not only the uses cf ¢rivate 


caken into account in the growth Loads 























and the load requirements the pumping which is required 
for this project. 

So whether you supply this power to the project or 
whecher you supply it to somebody else, you are still going 
to have the same total amount of powex. 

SEWATOR MILLER: This I understand. That is why I 
asked the first questions when I did ask them: There isn't 
any shortage in the foreseeable future for California; that 
the power xequirements are believed to be taken care of and 
that therefore, you can continue to use this in place of the 
power generation facilities of Oroville Dam, even after the 
tem years by the gentleman's own statement. 

We are going to use this power iine cto bring it from 
Canada or some place e@ise. 

MR. BRODY: But there wili be some power available 
for that purpose. 

MR. SCHULTZ: Mr. Senator, you are aware, are you not, 
that che load is expected to grow at a very rapid rate, so 
you can build Oroville. You cain build steam power planis. 
You can do what you wiil. There will still ve a demand for 
power xrom the lowest possible of sources. 

SENATCR MILLER: I am weil aware of chac. 

MR. SCHULTZ: Ail you woulc do by Oroville or other 
sources, would be to displace steam ox atom .c energy that 
would have to be built here. 


SENATOR MILLER: I am also well awaze of the fact if 


you do this thing, to all intents and purposes, that is the 
end of Oroville for other than a flood control dam. 


I notice on this little chart the line stovs ar 
Bakersfield, and with all due respect to the fo'’.s i 


Bakersxield, where the people really are is Los Angeles and 


south. 








MR. SCHULTZ: Well, 2 stat ye ave thinking of 
extending ic still further th into the Los Angeles area. 
MR. BRODY: i can't 
SENATOR MILLER: I imow you don't agree, but I don't 
MR. BRODY: The thing is, you are going to have a 
amount of power requirement and load growth in 
California. ilow, i£ you con't build Oroville and don't build 
is line, you are goins to have to get the same amount of 
eisewhere. llot only does it mean Oroville is stil! 
to be constructed, ox some cther equivalen 
to be constructed to meet these seeds, but 
going to need the projec in Calizornia to meet the require- 
ments of the State of California as a whole. 
llow, the demands for project pumping is jus 
is entire picture, and if you build the vroject, 
bulid the Aqueduct aid you need power for that pumping, you 
are going to have to get it someplace, and you cana get it 
from Oroville and if you taxe Zt fvom Oroville, then you have 
all this power coming dow: from tne northwest to use for the 
ocher load growth factors. 
if you use this power coming down from the northwest 
e protect pumping, then you must get power from Oroville 
isewhere to meet the other load growth needs. 
ENATOR MILLER: But, fRelph, take look at what you 
said. You said we have got to have more power from 


someplace to meet the need of the future n¢ that what 


MR. BRODY: Yes. 
SENATOR MILLER: This is true. The gentleman: acini 
chat. First thing, we recognize that tnere : 


Surplus cof power in Worchern or Southern California today and 


£ you are going to have growth and new usexvs, you are 





to have new power. 

The point I am trying “o make is: You can immediately 
eliminate Oroville as a power~-producing feature for this 
canal system by bringing this in and hooking it up, and ail 
you are talking about for Oroville then, is flood control or 
additional power for additional uses. 

Mix. BRODY: You can use this 
and if you do not build power facilitix 
to supplant the needs which this otherwise would satisfy. 

Then you are going to have to build some other project 
to do it. My only point is Orovilie adds to the power supply 
needs of California. 

SENATOR MILLER: No question about it. Wiil 
produce power at four mills? 

Il. BRODY: i chat -~+ 

SENATOR MILLER: So, there is a wretiy good economic 

io use this power, tacher than Oroville. 

ik. SCHULTZ: Let me interject, 

Oroville power nas value veyci 
fe couid suppiy what we call 7; 
loads. it can bring 
it most. 

SEVWATOR MiLLen: fT : Orovilie is a very vaiuable 
project, and I am among those who wanc to coustruct it for 
some power aud also some water reasoiis. 

I am “ust afraid it wouldn't u2 constructed. 

CHAIRMAN TEALZE: May © interrupt a moment? 

Ralph, can you bring Mr. Schultz baci: this afternoon 
for a Little while? 

MR. BRODY: Certainly. 

CHAIRMAN TEALZ: I am certain there axe stiil some 


questions we would like answered. 





We are going to recess this meeting now until 2:00 


bp elile 


(Thereupon, at 


at the hour of 12:40 p.i., the 


meeting was vecessed until 2:00 p.in., same 





















TUESDAY, AUGUST 22, 1960, 2:15 P.M. 


~-=000~-- 


CHATRMAN TEALE: Will che meeting please come to 


craer? 


Oregon, who ave here representing 


& 

We will call first on Mr. iarl Coe, virector epart- 

meni: of Conservation and Development, State of Washington. 
Mr. Coe. 


Mi. HARL COs: Mr. Chaixman, members of the Commitiec. 


Fi 


I nave a prepared statement. However, with the trend o 

your inquiries today, it is somewhat moot at tne time. 
it am here only today to advise you that we in 

Washington were interested in tiie question of preservation 

of oux natural resources, the full ucrilization of tnem, and 

the question of surpius power came into chat matter. 

Joining hands with Governor Browa and Governor 
Hatfield, we decided to make an investigation to see whether 
there was a market for that type of a commocicy, and co, 
rather chan come here and argue with you or trying to tell 
you something, we are in a position of wondering whether 
there could be a meeting of minds, of a willing purchaser 
and a willing seller, but somehow or other, your questioning 
today makes me feel that I have coime down here tryiag to 
shove something down your throats, and tnat isn’t the 
question at ali, and that is why I am not submitting my 
prepared statement, for that very reason. 

I do hope that you feel that there is a potitic™ where 
Washington, Oregon and California can join ands <o wutuai 


advantage of all of us, and tnat was my only reason in being 













































here with you today. 

I imow that if we had this type of a hearing up in 
Washington, it would just be on the reverse vein of what you 
have here. We would feel, "What is California trying to do, 
steal our power from us; is that what they are going to try 
to do?" 

That would be the whole attitude, anu yet you have 
taught me today I am down here trying to sell you something 
and that isn’t the case at all. 

CHAIRMAN TEALE: Perhaps we might be in a position 
trying to steal it after a while, but we don't want to give 
the impression of going up with a gun right now. 

MR. COE: If there are any questions I can answer ina 
regard to our feeling in Washington, I will be glad to do 
that for you. 

CHAIRMAN THEALE: I think you might amplify for us 
somewhat the position of the consumer in Oregon -- Oregon 
and Washington -- Washington, in your case. 

What is your position going to be as a consumer of 
surplus power? How Long wiil you have surplus power from 
your present sources and what are you going to look to for 
your future power needs; sources within your own state. 

Give us an idea cf how long surplus power might be 
available to us. 


MR. COZ: It hasn't come out ia Mr. Schultz’ 


report 
as yet, but actually, there will be a volume of surplus pow::” 
. for a very, very long time, Lecause today most of our 
installation of dams nave not the generator capacity to 
utilize what we call our summer flood waters. 
They were set up on a maximum-minimun con” .tio., ir 
waich so many generators were put in to procect chem and 


run for an average number of months a year, and actualy, 









































there is a three-month period of a year where additionai 


could be put in to almost every one of our dais, 





generators 
power commodity which we think you could use 


tne dams have been built and amortized, 





to us, 





and it would make a really low-cost generation if there was 
a market developed for that type of power. 

So, Bonneville, for instance, would have to probably 
increase their capacity seven or eight generators and each 
dam up the river the same way. Only John vay is equipped 
for the size. 


So, the figures shown you today are tne present 


surplus under the present generating capacity. However, if 
this market develops,additional generators could be put in, 
which would mean only perhaps for marketing of California, 
which would go beyond the minimum estimated here at ten or 
twenty years. 

That is a great potential and ic is something that 
snould be fully cxpiored, and that is the reason for our 
interest in carrying on this work in ail of its various 
phases, because there are so many amplifications for it. 

CHAIRMAN TEAL: This wouid be peaking power? 

MR. COE: A peaking power, yes. 

CHAIRMAN TEAL: During what periods of tne year? 

MR. COZ: in the months of sune, July and August; 
sometimes the fifteenth of May; that is our »veak water flow 
in the Columbia River, and long records of time show a 
cxemendous volume. 

Tne present estimates are set up on a twenty-yeaz 
oasis and we have yot to meet that twenty-year minimun low. 
CHAIRMAN TAL: When is your peak cousum™ cior 

Mii. COU: How is that: 


CHAIRMAI TZALE: When is your peak consumption? 




















MR. COZ: Our peak comes in July. 


CHAIRMAN TEALE: Your consumption, your use 


your peak in use of power? 


MR. COi: Oh, the peak of use is in late December and 


January. That is our peak use. 
CHAIRMAN TZALE: What is the 
MR. COE: How is that? 
CHAIRMAN TEALE: What is the 


in other words, what is that usage? 


MR. COE: Melting of giacier waters, 


higher levels where the water comes 


CHAIRMAN TALE: ilo. i think 


question. I asked when the peak consumption was. 


December and January. 


WR. COE: Right. 


factor that controls that? 


factor which controls thaz: 


from. 


of power, 


freezing at the 


you misunderstood my 


You said 


CHAIRMAN THALE: What is your use that causes that 


consumption? 


MR. COE: Heating and lighting. industrial luad 
fairly constant, but the hearing and lighting factor in 


nozthwest at that time -- there is a 


heating and electricity. 


is 


the 


tremei.dous volume of 


CHAIRMAN TEALIZE: Senator Cobey? 


ENATOR CODZY: wr. Coe, your 


Gncereset ki 


this, 


then, 


would be that -- you talk about a seller ana a purchaser -- 


would you people be making a profit, 


so to speak, off of the 


sale of this power down here in California, or what is your 


thinking on that? 


MR. @®E: <A profit would be made on 


today we are chrowing it away. 


ilow, the price has to be agreed at, what a 


Le 


could buy at; see what price you could afford to 


« 2A 


In reality, it is somewnat like the lumber 






idustry , 


the mere fact 


sei: 


pay icx 


chet 


« 


wr ate 


this. 
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they threw away the sawdust aad now this power we are 
talking about <-- 

SENATOR COBZY: The interest of your area would be, 
you cigure, that you would probably be avle to get more for 
it than it costs you, in view of the fact that it is soré 


of in the nature of a byproduct at the present cime in the 


MR. COi: That is exactly wnat it is at the present 
cime. 

SENATOR COBEY: And, secondly, under the priority, the 
pull back ana tne recapture when your development reaches 


the point where you need this additional power, you will 


MR. COz: We hac hopes we could go on and bring industrv 
that could use this type of power aad so forth, but we are 
manuiacturing and couid manufacture a a much greater rate 
than we have been able to use it, because we have to build 
the dams to protect our firm power needs for the natural 
erowch of the area, and every time we build a firm power 
dam, we create additional surplus power. 

SHNATOR COLEY: Thani you. 

CHAIRMAN THALE: Are there any further questions of 
Mr. Coe? 

SENATOR COB“Y: This is basically a market, then, for 
your surplus power. 

SENATOR FISHER: M::. Coe, there was some indication 
by Me. Schultz -- in fact, a statement by ilr. Schultz, that 
the $5€ miliion figure waich he said would ve produced by 
the four-miil price, California, was arrived at by eiher 
no charge initially for powex un there, or a plows ng i. ck 
of a substantial amount of the charge into che capital 


investment entailed in this intertie system. 














your feeling that the State of tW.ishington ox 
the agencies within Washington would be interested in plowing 
back a part, or suvstantial part, of whatever charge you 

made inco amortizing these facilities out or not? 

MR. COE: I think so. I think they would be very 
willing to do that. We have many public power systems built 
that are based on that fashion. 

What we are thinking about here is not only Bonneville 
and the Federal power, out the full power development of the 
northwest, which is about on a sixty-forcy basis at the 
present time. 

SENATOR FISHER: I was going to asi: you what pro- 
portion it was. 

MR. COZ: Sixty per cent Federal and forty per cenit 
private and public utility. 

SENATOR FISHER: So you feel both private and public 
utilities would be interested in tinis? 

MR. COE: Yes, I do. 

SENATOR FISHER: This highway for transmission? 

MR. COZ: In Washington, we have a Governor's Fower 
Advisory Committee, which is composed of the representative 
of the public utilities district, a representative of tne 
Municipalities and a representative of private power people, 
and a cicizens' representative, and they have endorsed the 
program of our full investigation of wha: this whole story 


? 


bout, in cooperation with our wo governments. 


fF 


S 


ba) 


SZNATOR FISHER: Axe your estimates about the same as 
to the length of time that there woulda be a surplus powe: 
available for California, assuming none of tnese extra 
generators were installed? 


im. COz: Yes. 


SENATOR FISHER: Between ten and twenty years? 











MR. COE: Yos. 
SENATOR FISHER: How much would -- assuming the 
installation of the generators for use only during the three 
summer months, what would be the increase in the amount of 

cost o£ power; do you have any idea? 

MR. CO: I can'c answex that. vecause of the changing 
price of machinery anda so forth. I couldn't answer that 
tecanicaliy. it should ve investigated. 

SENATOR FISHER: Well, obviously, I am asking for it 
off the curt. 

MR. COi: It would be a comparatively smail cost, 
because the original cost is in the dam itself. 

SZNATOR FISHEP.: Are the privai:ie utilities up there 
selling for about <wo milis? 

MR. COE: A problem that we would want *o be interested 
in was that the sale of this power in California or to 
California interests would not be at a less rate than we sell 
che same amount of power to cur own industries there. 

In other words, it would be a handicap to our industries 
sf we are selling to you power for, say, one mill, when our 
industxiies using the same type of power, surplus power, were 
paying two mills. 

SENATOR FISHER: So you wouid Lock then to tne device 
of plowing back a part of the reveiime into this $55 miliion 
a year. Thank you. 

CHAIRMAN TEALE: Are there any further questions? 

i might introduce Senator Siatcevy, who nas joined us, 
and I wish to thank you very much, Mr. Coe, for coming up. 

I personally wouid -~- I wouldn't publish it, bat i 
would like to take a iook at your prepared siatemont ~ ine 
day, if I might. 


MR. CO: Thank you for listening to us today. then 























we hold a meeting in Olympia, I would iike to have some of 
you boys come up and see the reverse angle; what a job we 
have. 

(The following is che prepared written statement 
submitted to the Commitee by Mr. Zarl Coe, but not read 
into the record.) 

STATLMENT OF ZARL COE, DIRECTOR CF C c SERVATION, STATE OF 

WASHINGTON, BEFORE TVs INTERIM FCWER COMM TYES, CALIFORNIA 
STAT“ SENATE, SACRAMENTO, AUGUST 22, 1960 

Mx. Chairman: 

My mame is Kari Coc. I am director of the Department 
of Couservation and Development of the Staite of Washington. f 
serve as the representative of Governor Albert VD. Roscliin® on 
the Pacific Coast Governor's Power Committee 


Fo 


In appearing before you today, I wish to express tire 


-> 


appreciation of the State of Washington for this opportunity 


nzertie between 


[ato 


to discuss with you che question of a power 
the Northwest and California. 

There are a great many questions involved in this matter 
including the economic advantages to che «wo regions to be 
gained by such an intertie. We have it: the Uorcthwest tremendous 
quantities of surplus, summertime power availavie at present 
and future hydroelectric projects. This great potential, 
available for about: four months out of the year, now is being 
Spilied over the dams because if it were generated tiere is 
no market for this dump power. The preliminary reports by the 
engineering consultants wno have studied these problems, she: 
that both regions could benefit by an interconnection of the 
power systems. 

t seems co us from the first reports chat the demand 
for power in California can fit into this picture to1..tua’. 
advantage. 


You can understand, I am sure, that we in the Werthwest 

















wish that certain safeguards ve set up, iegally, for the 
protection of our powez consumers, at such time as power 
demands in Washington and Cregorn would require the return of 
energy to meet iocal requirements. We believe that this will 
require federal legislation but we feel that this can be 


worked out satisfactorily. All three governors, Governor 


Drown, Governor Mark Hatfie of Oregon and Governor Rosellini 
are agreed that safeguards are necessary on this point. 


Our studies must be continued until full information 
ou the intertie is at hana. Our investigations should cover: 

1. The power intertie as a measure of conservation 
of natural resources and a factor in the California Water wlan. 

2. its contrivution to nationai defense and value in 
cases of natural disaster. 

3. The multiple benefits resulting from inter-regional 
power coordination. 

Already, we have accumulated a great deal of information 
on these and related subjects. in the Stace of Washington, 
we appreciate the leadership that Governor brown has provided 
and tue great contribution lis special assistant, Mr. Ralph 
Brody, has made. We are wleased that an enginccr from the 
State of Washington, Mz. Sol Schultz of H. Zinder & Co., 
seattie, has been retained by California to make the studies 
of the intertie. Mr. Schultz is one of the most competent 
engineers in the nation in this fieid. 

It is our hope that we can continue to work with you 
in the very harmonious fashion in which the discussions have 
been carried out to date. I believe that our three states, 
in talking a mature look at this subject, can reach agreements 
which will bring the intertie into veing. 


to answer any questions you may 

















Thank you very much. 

CHATRMAM TEALE: Mr. Jonel Hill, Commissioner of 
Public Utilities, State of Oregon. 

MR. JONUL HILL: Thank you, Mr. Chairman. Gentlemen. 

There is one smile. There is one and a half -- two 
smiles. (Laughier.) 

It is a great pleasure for me to be here, because I am 
not carrying the burden. 

To watch the interrogation tnis morning was, to one who 


f= 


nas so cften been on the short side of the table, a distinct 
and relaxing time. 

I, too, have a prepared statement that is moot. You 
may nave it, if you wish. It contains a little bit of history, 


7 


a hint of the possible benefits to the northwest, and contains 
a copy of proposed Federal legisiatiou that would, we think, 
meet the objections that have beer raised toward and sale of 
power to California. 

I will submit it to the clerk as { leave. If you are 
interested, it will be available. 

I want to make it clear to you that we, in Oregon, aie 
just as skeptical about this program as you are. Governor 
nat£fieic aud I both have many reservations. We will make up 


oux minds after ali the facts are ix 


liow, tne place where we are toaay is tnat a proposal 
has veen made. It nas been partially explozed 
explored. 

We don't think that we can intelligently judge che 
merits of this proposal today. 

We would like very much to see this go forward 
once and for ali, the question of tne validity of a p: ver 
Zitertie between the two sections can be la’.d to rest, with 


either completion of the project, or a definitive answer that 

















lets us all come te a conclusion that is supvortable. 

Mow, today, the questions you are asking were very 
searching and very good questions, and they should be asked. 
I merely raise this question: Should we ask them now -~ 
because they go to the question of completing the project, not 
of studying the feasibility of the project. 

L am not talking about your validity, only whether it 
snould be done now before all the aiswers are in. 

ilay I velterate: Oregon today does not know whether we 
axe for or against the proposal. We are in the same boat that 
you are. 


-- 


£ you have any questions, I would be pleased to try 


rc 


to answer them. 


CHATRMAI! TEALE: If would ask this question: Are you in 
the process of a study to determine the feasibility or 


desirability of it at the present time? 
Min. HILL: ilo, sir, we are noc. 
the question then is: Why are we not? 
Tais proposal was originally raisca by Governor Hatiieid. 
We have not contributed financially tothis study, although we 


wished to. Unfortunately, the appropriations bill became 


lost in our legislature in the closing days, both houses of 
tne Legislature being of the opposite faith than the Governor. 


(Laughter .) 

SENATOR FISHER: It havpens sometimes otherwise, toc. 
(Laughter .) 

CHAIRMAN TEALE: As Commissioner of the Fublic Utilitics 
Comaission, do you think such a study is desirable from che 
viewpoint cf che State of Oregon’ 

MR. HILL: Absolutely. ‘This has beer: poot+d at vt fur 


SO many years with studies of a limiicd naivre being meade, and 


constant talk abouc studying the whole probiem. This ’s the 

















first time tnat the whole wide scope has been attacked. 

LT think that you are doing a wonderful thing, regardless 
of what the conclusion or eventual outcome may be. 

CHATRMAI THALE: If you are advised in the State of 
Oregon on the scope of a study, wouldG you, in your personal. 
experience, consider that it would be wise to consider the 
probiem from che overall effect upon the three states, ox con 
each state ssparately? 


MR. HILL: My advice was, and would still remain, a 


joint study to determine the effect on che economy of the entirc 
area. 
CHAIRMAN TEAL: Are there any further questions? 


Senator Covey’ 

SEWATOR COBZY: Mr. Hill, I think on the presentation 
of ix. Coe {I have some understanding of the State of Washing- 
toa's interest in this matter. 


What about the Stace of Oregon 


Ey 


Are you all primarily 
interested in the possibie consumer or producer end of this 
power, ox what? 

Mk. HILL: Oregon's interest is quite different from 


Washington's. Most of Oregon is served vy private utilities 
who are, as time goes on, receiving icss and less Federal 
generation. I think Oregon is eighty-five per cent private 
and fifteen per cent public ownership served, and Washingtou 
is just the reverse. 

Our interest is only, at this stage, in having a mark: 
fox a presently unsaieable product. We think it would 
strengthen the financing program of the Bonnevilie markeciis 
System, and would thus, in some smail measure, recounc to the 
benefit of all citizens in the state, even though chev igh. 
not be in five years or ten receiving any pewexr Cirectly from 


Lonneville itself. 














There will Le a small benefit to us, yes. 

SENATOR COLEY: bo I understand you correctly: Your 
power is eighty-five per cent privately generated? 

MR. HILL: Ilo. I am sorry, sir. We are served by 
eighty-five per cent private companies, but not that ratio is 
presently generated. 

SENATOR COBLY: I see. What portion is it federaily 
generacea? 

MR. HILL: At tnis stage, I think that probably seventy 
per cent would be a rough guess. Mr. Schultz might have a 
better figure than that. 

SENATOR COBDEY: I see. That would be federally generated, 
aud so it is your thinking, if I understand you correctly, that 
if a water market -~- wider water market was found for the 
rederal power that people of Oregon, again speaking generally 
as current users ov customers of the federally-generated 
cower, might get a litcle better breax on tneir power bills? 


MR. HILL: Yes, si: 


rt 


SLIATOR COBZY: I see. 


o 


* 


CHAIRMAI TEALE: Well, will the State of Oregon continue 
to be a customer of an increasingly larger per cent of the 
federal generated power as time goes on’ 

MR. HILL: Inasmuch as we have such a small percentage 


L£ 


of our agencies serving the consumer that are entitled to a 


rm 


ederal preference, chough those agencies may o2@ using more 
power, the non-prefarence agencies will Le getting less, so 
think -- it goes voth ways. 

The net, eventually, will be -~- that Oregon will Le 
receiving less as time goes on. 
CHAIRMAN TEALZ: Let me asi one further qucitio.. 
L see chat this map shows a 500 kw line going ecni:irely 


across the State of Oregon. If it were available, do you think 













ict would be of value, in wheeling facilities for power 


produced within yous own state; one ox the ctner, or have you 






thought of it in that texm’ 


MR. HILL: Power produced by generation other than 
































federal, you mean? 

CHAIRMAN TEAL: VYes. 

MR. HILL: There wouldn't be enough cf that, I wouldn't 
think, to be a significant factor. 

CHAIRMAN TEALE: Is your potential fairly well utilized 
now, cx is it still -- 

MR. HILL: We are coming quite close to our ultimate 
hydro potential, yes. 
CHAIRMAN TEALZ: Are there any further questions? 
Senator Fisher: 


SENATOR FISHER: I don't suppose, Mr. Hill, we ever get 


a 


any definitive aiswers in thi 


[> 


ocess, but just arrive at 


o>} 


S pl 
one tnat is satisfactory at a time. 

It occurs to me that since your area is served primarily 
py private distributors, thai tuerc may Le some substantial 
objection in your area to a plowing baci: of the rate charge 
iuto amortization of this intertic system. 

Do you think tnat would be the case, oz not? 

tt is roughly the same question I asked of Mr. Coe. 

WR. HILL: I think chere is bound to ve sone objection 
to any proposal that is raised. i wouldn't want to speal: for 
them. I might embarrass them. I really don't know what 
position they would tate. 

SENATOR FISHER: You would agree that from the tastimn. 
you have heard this morning that either -- only a token clare 
for the power, or a plowing back of the power charge “ato we 


capital investment is apparently necessary to méxe itis thiag 


work, You agree that that is what it looks like at the moment? 








MR. HILL: Yes, sir. 






SENATOR FISHER: Do you think that would be for the 






benefit ox the ultimate benefit of the people of Oregon or 
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not 





You indicated you felt they would get an ultimate 





benefit through the intertie, but taking that into consideration, 






























do you think it would? 

MR. HILL: Isolated as you have made it -- 

SHITATOR. FISHER: I said, taking that into consideration. 
I did not try to isolate it. 

MR. HILL: It certainly is one of the things that would 
be considered. 

May I again point out, and you have seized upon this 
point, that Oregon is in a little bit different position than 


Cc 
a 


Washington, because only fifteen per cent stand to make -- gai... 


long-term benefits, the fifteen per cent who are presently 


° 


generation. 


im 
Hea 


rm 


entitled to remain on federa 

Certainly, it affects our answer, yes. I don't want to 
be cute or coy avout it, but I don't want to commit them to 
a position they may not wish to stand on. 

SEWMNATOR FISHER: Then, as I understand it, the seveniv- 
five ver ceut or the cighty per cent who are not entitied to 
the federal preference, in iight of your reasonably fuli 
development upon water power, they will then have to Lool: to 
oil oz coal in Washington, or atomic power; is that correct: 

MR. HILL: As time goes on, tnat is true. 

SENATOR. FISHER: liow tong do you estimate that develop 
ment to be? 

MR. HILL: In view of the Last census, I don't cuink 
it is going to overwhelm us in the next few years. 


SENATOR FISHER: Doa't worry avout the lasc one, worry 


avout the next one. 













































CHATRMAG 





TEALE: ‘Vhanit you very much. 


SENATOR COBEY: One moze question. Mz. Hill, it would 


i 


be possible, would it not, for your private utilities to 
convert themselves into public agencies and thereby have power 
preference? 

MR. HILL: Well, I think that is in the nature of an 
unanswerable question. I thinl: the assumptions on which it is 
based are such that I could not answer. 

SENATOR COREY: I just wondered. I don't know whether 
it is a practical possivsiiiity. 

MR. HILL: I don't, aither, sir. 

CHATRMAI TZALE: Thank you very much, Mr. Hill. We 
appreciate your coming here and hope that you gained as much 
as we nave. 

MR. HILL: It has been my privilege. Thank you very muc.. 

SENATOR FISHER: I wonder if both Mr. Coe and Mr. Hill 
mignt be asked to submit their stacements, siice tircy did seen 
to want to, before our questioning, which I don't thini: is 
predeterminative as to what our eventual determination is going 
to be. 

L think it might be helpful, unless tney have objectioiis. 

CHAIRMAN TEALE: i am going to ask that they do so, if 
they would. 


Q 


(The followines is the prepared statement submitted 


to the Committee by Mr. Jonel C. Hill, wbut not read into 
the record.) 


STATEMENT OF JONEL C, WILL, ORLGON PUBLIC UTILITY CCMMISSTONZ 
to 
CALIFORNIA SEHATE COMMITTEE 
August 25, 1960 


LT RTIE EISTORY 
An intertie has existed between Oregon and Californie siuce 


~ 


1910 when California Oregon Power Co. deiiveved enargy <o 




















delivesxies were to the California market primarily, 


Pacific Gas and ilectvic Company. Between 1918 and 1935, 





but since 


1955, primary deliveries wexe from California to California 


Oxegon Powezx Co. These deliveries have beer curtailed since 


California Oregon Power Company's production has been 
x J £ 


to meet their own requirements and deliveries are now 


expanded 


being 


made back and forth with Pacific Gas & lectric over 66,000 iv 


and 125,000 iw lines. These two circuits are capable of 


4 


During the power shortage of 1955 and 1954, energy was 


delivering 40,000 kilowatts to Pacific Gas and Elec 


delivered to the Pacific Northwest from California. 


Tue Federal intertlie between Orezon and California 


C 


ly first conceived in 1945 wpon inquiry of cae Central 


te 


4 


in its budget request intcrtie expenditures uvased 


4 ew 


from data coliected beginning in 1946. The mac 


trigation District. In 1948 the Bureau of Reclamatio: 


O1i 


tric Company. 


then vecame 


dormant until 1955 when as a wesult of tne Korean Conflict, thc 


The Bonneville line to Yamsay, near Kiamath Falls, 


Oreg 


ered un connection with National Defcuiise. 


was originally constructed to provide COPCO energy to replace 


aat delivered by COPCO to Hanna Nickel, a BPA industrial 


~ 


account, for the account of Bonneville. Decause of a disp 


regarding public or private ownersiip, che line was 


¢ 


it to Klamath Falls. 


Tae present interest in an intertic s 
Statement in a 1956 ceport on transiaission facilit 
the Oregon Public Utility Commissioner by 


Latcs. 


at Yamsay. In 1952 COPCO hooed on to the line and 


ie Zinder 


tems from a gratuli 


Les 
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made tio 
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BEFITS TO PACIFIC ilORiWEST_ » 






The Sonneville line to Yamsay is capavle of delivering 








250,000 kilowatts. In order for Lonneville to transmit energy 





to Pacific Gas & Electric, it is necessary to spiit tne 




























operations of COPCO. ‘this would utilize from 95,000 to 
110,000 kilowatts. Approximately 40,000 kilowatts can be 


> 


delivered to Pacific Gas % 


“4 - ° 


Electric over the existing trans- 
mission lines of COPCO. This could make available on an 
intexxuptiole basis approximately 350,000,000 kilowatt hours 


ce 


per year of secondary cnergy to California market witiout 
any additional investment, and would produce approximatel, 
$1,000,000 in revenve to BPA with COPCO receiving revenue ox 


energy for wheeling the enexgy delivered. 


the 40,000 i:ilowatt capacity can be increased to approximately 
200,000 kilowatts by coustructing 20 miles of Line to Kiamath 
Falls by COPCO, an investme::t roughly of one to one and 


2 


one-nal£f million dollars. With Pacific Gas i: Electric 


7 S 2 um ae . hassle i ba a zs is cn 7 fies “ 
astaliing aduitioual transmission facilities totaling some 


two and one-half million dollars, the ful 


1 
bBorneville line can be uiilized. Witn 200,000 silowati 


capacit:;7, Pacific Gas & Electric could utilize 14 Lillion 
sLiowatc hours which wouid prcduce reverue to Lonneville 


ini excess cf $2,000,000. 


Benefits pursuant to the present Zinder study are properly 


discussed by others. 


Ful SDERAL LEGIS LATiOi! Oi] 
The Governors of che three states have repeatedly stated 


chat corrective federal legisiation to prevent the ex*o2nsic 2 


= 


or the preference clause beyond ‘tlic Bouneville micheting area 


e 





was a condition precedent to an intertic. At the June heariug 











before the Irrigatior and Reclamation Subcommittee of the 


nad 


oO 


U. S. Senate Interior Comaittee, I ossible corrective 


¢ 
ry 
2 
VU 
Oo 
G) 
(c 


legislation on behalf of Governor Hatfieid. The theory was 
to delineate the Bonneville marketing area by statute. Sub- 
‘ ‘ 


sequent to the hearing it developed that there was a substantial 


amount o£ objection to that approach. 


I have since drafted another proposal which I expect to ve 
agreeable to che Interior Department and to Senator Hall S. 
Lusk of Oregon, who has indicated that he would intzoduce 
the bill at the current session of congress. The bill would 
not attempt to directly amend either the marketing area ox 
preference provisions. dSwistance of the bill is as follows: 

Tnat aay contract of tne Secretary of tne Interior 

for the sale of electric energy generated a 

federal planzs in the states of Oregon, Washing~ 

ton, Idaho and thas: portion of Montara west of 

tne Continental Divide (Hereinafter referred co 

as the Pacific Northwest), for use in the State 

of California shali contain a ;rovision empowering 

and requiring the Secrecary to ciscontinue any 
aelivery of siectric energy under such contracts, 
waiich in his judgment is necessary to fulfili 
contracts and applications for contracts for 
elcoctric energy to be used in the Pacific 
Northwest. 

CHAIRMAN TEALE: Mz. Brody, I think I will ast that 
you ana Mz. Schultz come bacl: for just a faw minvtes. I want 
to limit it, because we nave a rather long agenda, anc I an 
going to recognize £irst Senator Regan aad then Senatcr Coby. 

SHIIATOR REGAN: Mr. Schultz, I want to preface ».7 


tonari:s by a situation tnat existed in the State of California, 














and theii I will ask you a question for the record. 






For a number of years, we have been engaged in an 






attempt by various groups in the State of California to adopt 






the California Watex Plan and to implement it by legislation 







which would start building what is lmown as the California 





f 


Water Plan, or, at least, the first wit of it which has been 


ct 






designated as the Feather River Project. 


























I presume you are familiar with the ;roject itself. 

Now, Bulletin No. 3, as I recali, indicates that there 
are some 260 major dams and reservoirs which wouid be needed 
to be constructed in order to complete the so-calied California 
Water Plan. 

Now, in our attempts to reach an accord between the 
so-called northern interests and the southern interests -- or, 


I wouid rather say, the northern thinking and the southern 


n 


72 


thinking -- the question of a definition of feasibility of the 
various projects was attempted, and failed, because it was 
felt chat many projects might be considered feasible for many 
economic reasons that couldn't be considered for strictly 
monetary reasons in the sale of tiie commodity, the water and 
the power. 

But it was never satisfactorily solved, as far as an 


accord between the various groups who had different opinions 


iow, my question is this: That since there is, in 
effect, in the minds of some, a timetable whereby if you take 


water, for example, out of tine Delta and transport it to the 


area south of the Tenachapis, that in the studies which have 
been made which have, in effect, said in Bulletin Ilo. 2 that 
ultimately there must be restored to the Sacramento-San Joaquin 
areas of California waters which will be needed for their 


development, because all of the waters which arise in the 
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Sacramento Valley and which axise in the San Joaquin Valley, 
according to the studies made, were ultimately needed for 
their areas, so that if you take water out, you eventually 
have ¢o build another project and put some back. 

Now, since a determination in the future for whicn 
projects will eventually be built may be based upon a 


a 


definition of feasibility, showing whether or not a project 


oO “ 


4 


is, in fact, financially feasible, my question to you would be: 


If you bring in che mill or two mills as far as the 
power is concerned, and if the sale of power from a project 
is essential in tne timetable for the feasibility of any of 
the projects under the california Water Plan, would this not, 
in effect, be slowed down -- the construction of additional 
projects beyond the Feather River Project itseif? 

So, in effect, if you take away one of the factors which 
would make a project feasible by dumping this power into the 
state or brining it into the state, would you have slowed down 
the California Water Plan‘ 

MR. SCHULTZ: Fron my preliminary findings, I have 


trong feeling that instead of retarding these dev2lopement 


en 


or having an adverse cffect on the feasibility, I think it 
would have the crpositte effect. 

SENATOR PutGAil: Give your reason. 

MR. SCHULTZ: Fox the reason that the facility now makes 


° 


the market of the entire state available to these projects. 
At the present time, it is largely in northern California. 
You have very heavy and growing demands in southern 
California, and if the power from these projects is saleable 
at the prevailing price here, it would seem to me that it wouid 


also be saleable in souchern California at the prevailing price. 


iow, the only effect, as I see it, of this development, 





would be to slow down the installation of steam generating 















plants, and perhaps atomic energy plants, as well, and i 
would serve an additional purpose. 

It doesn't, to my way of thinking, impinge on these 
hydro projects. it serves a simple purpose of displacing 
steam. In other words, saving fuel. 

SENATOR REGAN: Let me ask you this question, because I 
don't know the facts upon you base your conclusion. 

Let's assume that the intertie were a fact, and you 
aid have the whecling facilities. Could you wheel two million 
kilowatts into California and in no way affect che timetaple 
o£ building the ceservoirs wnich mignt be needed to generate 
power and provide water in the event you didn't wheel the 
two million kilowatts into California? 

MR. SCHULTZ: Well, Mr. Senator, i think we have got 
to keep in mind that this two million kilowatts will be at 
a time when there is surplus power. here will be times 
wnen that surplus powex will not exist, and you would have to 
build projects to meet those particular needs at a time when 
your needs in California -- at a time when the surplus power 
were not available. 

SENATOR RiGAN: Do I understand ~- pardon me, I dida't: 
mean to interrupt. 

MR. SCHULTZ: Even duxing the next ten years. Mind you, 
we are talking abovt an average water ycar. 

NWATOR REGAIi:; Well, what I get: from your answer is, 


then, that whether or not you built the intertie and wheeled 


“ference 


J 
Inn 


this power into Califoznia that it would make no di 

ecause the ordinary progression o£ reservoir construction, 
which may have with it a power facility -- that, in no way, 
would be affected, because this power is a differant kind, 


being intermittent or being non-peaking power, so that it would 


have ultimately, or immediately no effect. 
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MR. SCHULTZ: Yes. I hesitate, because I want to make 







sure that I answer you completely, and that it is a correct 


statement of fact. 






The two million kilowatts that I spoke to you about, 






that could be delivered to California ~- would be delivered 
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during periods when water is available, and since it can't be 






euaranteed in California, naturally we would have to build 





SENATOR REGAN: Did you say “when water was available"? 
































Wouldn't that be the same thing in California? Our reservoirs 





would also be -- I mean, the timetable cf availability of 


California is no different than Washington or Oregon 

MR. SCHULTZ: You have much more steam and 

SEHATOR REGAIN: Except, you have more water, probavly. 

MR. SCHULITZ: in 1955, the figures show in Southern 
California you will be generating something like 46 billion 
kilowatt nours of energy by fuel; steam generation. 

That is in addition to the hydroelectric projects. The 
hydroelectric projects, therefore, are not affected -- that is 
46 billion kilowatt hours. We are talking about the delivery 
of ten billion xiLowatc hous to California. 

Now, in addition to chat, our particular plan now 


contemplates deliveriucg something like a million kilowatts 


= 


t mind you, it is Southern Califori:ia. 


« 


of power to Califoruia, 


f 


So, on the Lasis of no tie, the present markets for the 


ra 


5 
« 


te 


° 


ivvigation districts would not be affecte 


- 


his pearing 
1LS bt Carling 


Qu 
ti 


Capacity I speak to you abou, this million kilowatts that 
would be supported by the stram plant, and whatever other 


° 


projects you would want to put it; this million kilowatts 
would go to Southern Caiifornia, and from tnat standpoiit, 
the northern mazkets would be unaffected. You would still 


put your projects in as you did before. 


aero 


SMATOR RGA: One more question now, because this is 
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important. 






I: you had che seven or eight years of background of 





the struggle we have had nere, these things are impoxtant in 

































our thinking. 

Now, would the delivery of the intertie power to 
Southern California supply a sufficient amount to any particular 
avea of California, so that it would be hesitant in voting 
funds for, say, the next hycroeclectric project which might be 
necessary, or the next reservoir project which might be 
necessary mainly oniy to deliver watcor? 

iI mean, this is not only an economic struggle. It is 
a political one, also. So, in order to get the means by which 
to build, you have to have the legislative votes and vou don't 
get them witnout having all the areas of the state get together 
on chem. 

So, my point is, if you provide any part of the state, 
north, central or souch, with a faciiity or service, that then 
says tor another tea years it is not necessary. Just using 
that figure, you, in cffect, make them complacent, and that is 
the thinking I am trying to get in tue record, and whether or 
not it would have any effect oa -- and I am rot picking on the 
south itself -- any vart of the state. 

MR. SCHULTZ: i wonder, Mr. Senator, if I might refer 
that question to somebody who is a better authority on thaz 
subject than I am. That is Mr. Brody. 

ENATOR REGAN; i just want something in the record 
on that. iL want to de able to point my finger. 

MR. BRODY: Ia the avsence of such an interconnection 
between northern and southern California, as I ‘mderstand che 
Situation, the power development which is required in the north 


would not, in any event, be transported to southern California. 
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On the other hand, if you have the existence of such a 






aa 












line which could transport power to southern California, then 
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you have a basis for increasing the market from which the 





































novtheri California projects could dispose of their power and 





thereby make their projects more feasible. 





SENATOR REGAN: Your conclusion would be rather than 





hinder, maybe it would facilitate the construction? 

MR. BRODY: In my conclusion, yes. 

SENATOR PzGAll: Do you feel that is sound? 

MR. BRODY: i feel that it is. 

CHATRMAN TALE: vo you have a gucstion 

SENATOR COBEY: This is purely factual. Why do you nave 
a larger percentage lost when you are transmitting more power, 
than you do when you are transmitting iess? 

MR. SCHULTZ: The per cent loss is in direct proportion 
to the amount. 

SEUATOR CODY: I see. All right. 

Wow, seconcly, your Last Line of your prepared statement, 
where you talk about this five-year period, you are actually 
merely referring to the ~- shall I say that in that sense, there 
is, according to you, a $50 million waste a y2ar, and this 
intertie will cost $200 million; that in less than five years, 
why, in terms of that economic loss, it would be paid for. Is 
thac right’ 


of those benefits were assigned to 


|< 


MR. SCHULTZ: If ai 
the amortization of that investment, that is right. 

SENATOR COBZY: low, you are figuring on no interest 
charge, as I get it, on this at all’ 

MR. SCHULTZ: I am. 

SENATOR COBEY: Are you figuring an incerest charge’ 

MR. SCHULTZ: Yes. Fifty million dollars in five years 
will actually be $250 million. 


SZNATOR COBEY: And that makes the difference? 














MR, SCHULTZ: That would, on the basis of my figures. 






I hope you will beas in mind, or bear with me, the fact that 





we have got to substantiate those figures. These are estimates 






and all we made were very general, and we certainly want to 






conitizrm them, but I think we are in the ballpark with what 






I statcd to you, and on the basis I have stated. 































SENATOR COBEY: Wow, you may have answered this question 
when Senator Fisher was interrogating you. 

The $200 million total cost you have estimated here 
includes not only the intertie or transmission line, but also 
the steam plant? 

MR. SCHULTZ: fio, it does not include the steam plant, 
but we iaclude the annual cost for the steam plant and we 


don't amortize that in the figures I have used. 


Bear in mind, too, if you please, that when I have 
worked up this particular vlan, it doesn't have the endorsemen: 
of any one of the three states. 

I have discussed ii: with the states. 

EWATOR COBEY: Lt is mexcly illustrative’ 

MR. SCHULTZ: That is right. 

SENATOR COBEY: You say you are going to have $29 
miliion, you estimate, net revenue a year, and I haven't 
understood your division of that $29 willion net. 

How much of it is going co be used in the ten-year 
amortization of your Line? 

MR. SCHULTZ: I think -- would you mind if I asked 
Mz. Johnson with me? 

MR. JOHNSON: The additional amortization required to 


period instead of the tnirty- 


. 


amortize the line over a ten-year 
five year life of the line, would be approximately $14 million 
a year. 


SENATOR COBEY: And then the remainder of that, you 

















said -- in other words, $15 million of the $29 million 
annual net you said would be divided, as I got it, between 
the areas, but you never indicated how -- I mean, what. 


° 


MR. SCHULTZ: We axe not going to, if you don't mind, 


SENATOR COBIEY kay; fine. 

MR. SCHULTZ: i will say this, though. In my general 
statement, we have -- oz, in the statement &£ presented before 
the Senate Subcommities, I didn't assign even the full $15 
million. I assigned approximately $12 million, because I 

figured there may be some of the connections at the terminals 
and eisewhere we needed and we needed a little gravy in the 
thing, so I am only allowing $12 million. 

SENATOR COBEY: Wow, the two basic differences between 
your proposal and the proposal of tine Bonneville Aduinistration 
in this federal ieporé that we have, are essentially chese, 
are they not? 

First, you are proposing a larger and a ionger line in 
order to reach a iarger market; and, secondiy, through the use 
of the steam plant, this coal, you are proposing a minimum 
firm power setup, whereas theizs is entirely dwuap. 

MR. SCHULTG: ‘That is correct, ana may I say in connection 
with that steam planc, chat that is on the assumption it can 
be shown to be inore Ecasivle than any other sowrce of fuel 
powez in California. 
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In other words, if it can't be proved that way, you 


wouldn't build a steam plant up im the northwest. You wiil 
build it in Califoraia. 

Our rough figures snow chat it can be. 

SlIATOR COBEY: Zui, basically, in order to make this 
intertie saleable, so to speak, down here, you want to 


Suaraitee us at least a minimum amowmt that we are sure o 

















MR. SCHULTZ: Yes, because the line goes on after it is 
paid off, and you should have the benefit of that million 
kilowatts, and it the line is paid off, it becomes a very 


- 
- 


worthwhile project. 


’ 
Je 


its go on after it is paid off in substantial 


ra 


ene 


Go 


so the 
amounts. 

SENATOR COBEY: Now, perhaps I misunderstood one of 
Mr. Brody's answers to Senator Christensen, but is the longer 
and jarger intertie going to result in lower unit cost of 
repayment, or is 1 merely that it is a more feasible project, 
in your estimation, because of the larger marxet involved? 

Mik. SCHULTZ: I am sorry. 

SENATOR CCBEY: Is the longer and larger line going to 
result in a lower unit cost of repayment, or is it merely chat 
it is more feasible, because there is a iarger market? 

MR. SCHULTZ: I don‘t -~ 

MR. BRODY: I don't recall referring to that particular 
element, Senator. What I was saying wes that during the v,ayout 


° 
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perioc of the line, whatever it is, that if you pay off che line, 
chen the cost, in essence -~ I was saying the cost of the 

power you bring down later is less by virtue of the “Lact you 

are not paying transmission costs. 

tnat was the point I was trying to get to. 

SWIATOR COBZY: I chought you were drawing a difference 
there, Mr. Brody, beotween che short inne, so to speak, just in 
Worthern California and tne longer line dotwm the state. 

MR. BRODY: I don't recall that, Senator. 

SENATOR COOLEY: i see. All vight. I have no further 
questions. 

CHATPMAN TUALE: Axe there any more questions? 

Thank you very much, Mr. Schultz. WMeybe we will have 


the pleasure of having you back. 















MR. SCHULTZ: ‘Thank you, sir. 








CHAIRMAN TEAL: Oux next witness is Mr. Robert Gerdes, 







Vice President, Pacific Gas and Electric Company. 








Mr. Gerdes, you may proceed. 





MR. ROBERT GERDES: Mr. Chairman, my name is Robert H. 





Gerdes. I am lixecutive Vice President of the Pacific Gas and 









Lectric Company. 
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At the table with me is Mr. John Bomer, who is Vice 
























rv 


President and Enginee: for the company, who will assist me on 





any matters that are too tecimical for me to handle. 

I have a prepared statement which I believe the members 
of the Committee have, and I believe in the interests of time, 
that [ will read this statement, if that is the will of the 
Commictce,. 

CHAIRMAN TuALE: Fine. 

MR. GERDES: Early last year Bonneville Power Adminis~ 


£3 
is hl 


cration, waich has incurred annua aeficits in power revenues, 
requested Pacific Gas and Ulectric Company to consider the 


feasibility of purchasing suxplus dump energy from the 


Almost two billion kilowatt hours a ycoar wouid ve 
deliverea by Bonneville to the Caiiforaia-Oregon Power Company 
at existing interconnections and transmitted over COPCO lines 
for delivery to PGS: at the Oregon-California border. BPA net 
revemies under this wlan would be increased by approximately 
91,600,000 a year. 

And in that connection, we used a figure of 2.1 mills 
per kilowatt hour which would be paic to the Bonneville Power 
Administration for power that wouid be purcnased at 95 per cent 
load factor. 

m our discussions with Bonneville, we found no 


indication on their part that we could have that power for 




























nothing or tnat we should use it at a value of zero. Our plan 
was to purchase this ;ower at the standard Bonneville rate and 
I believe that it is our judgment that anyone purchasing that 
power woulda have to purchase the power at the Bonneville rate. 
SiNATOR COSIEY: That is two mills?’ 
im. GERDES: Well, it ic 2.1 mills per kilowatt hour 
if you purchase it at 95 per cent load factor, which means 
purchasing it on almost a continuous basis. If you purchase 
it ac a lower load factor, the price goes up. 


An exhaustive 


€ 


tudy of many proposed interconnections 
between the liorthwest and California, completed by Sonneville 
and otnez agencies last February, shows that this is the only 
financlaliy feasivle plan for disposing of Bonnevilie duunp 
energy in California. 

We estimate that ©G&ii could take up to two billion 
kilowatt hours of this dump energy a year consistent with 
other obligations. ‘this conclusion gave careful consideration 
co the fact that we are compeiled to maxe contracts for 
minimum purchases of oil and gas in order to assure availa- 
bility of these fuels when needed. We must use such fuels to 
the exiient o£ our contractual commitments before we can back 
off steam generation to accommodate hydroclectric generation. 

We believe our first duy is to make a market for all 


firm and Gump eucsrsy senerated by the Company and others in 


Vv 


California before we import power from outside the State. 
We intend to continue to make a market for surplus 
central Valley Project power vefore we cake Bonneville power. 


The Company has provided the only markec for CVP dump energy. 


—_ 


Wo preference ageuicy or public facility has purcnased or asked 
for any of this type of power from CVP. Were it aot for the 
contract between CVP and the Company, the CV? would find 


itself in much the same position as LPA of having Large blocks 
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of such energy going to waste each year. 


And I think it is important for the members of the 


Committee to have in mind that the Central Valley Project 


i 


tself does produce very large amounts of this surplus type 
of power which has been taiked about so much today and no one 
else in the State has indicated any desire whatever to use 


it; and, of course, the reason for that is that surplus power 
has no value because it is oaly there at certain times and it 
is not at others and in order to meet load demands it is 
necessary to have steam plants available to crry the load 
when the power is not there, so the only value of that type 
of power is what you can save in fuel burned in a steam plant. 

We also buy a considerabie quantity of firm power 
crom various irrigation districts aad public agencies which 
have their own generating plants ia connection with water 
conservation works. The Northern California market for firm 
peaking power is already satisfied by the output of local 
hydro projects. Careful scheduling of future development 
will be required to prevent oversaturation of this market, 
with resulting reduction of power value. 

It is our belief that the importation from the Woxth- 
west of firm power, oz more thaa two billion kilowatt hours 
o£ dump energy, wouid seriously jeopardize water conservation 
in California by federal and state, aud local,pubdlic and 
private agencies and could have an adverse effect on California 
oil and gas industries. 


The studies on which the BPA proposal was based showec 


that the most economic plan for the transfer of Bonneviile 


@ 


dump energy would provide for use of the isting COPCO-FG&2 
transmission systems and the construction of a new 230,000 
volt transmission line from Klamath Falis on the COPCO system 


to the Pit 3 Powerhouse, a distance of 97 miles 



























And, Mr. Chairman, and members of the Committee, I 






believe that there is before you a map which shows the 






transmission systems in the southern part of Oregon and the 

































northern part of California and shown in red is the proposed 


line, 230,000 voit line, tie line, that would be built to 





take the power from Bonneville that we have spoken of. The 
line,you will note, is a relatively short line and ties into 
our system at Pit 3, where we nave transmission iines which 
are now used to take into the San Fraicisco bay area the power 
from our Pit River system. 

We would propose to convert the operation of our Pit 
River plants from a peaking operation to a 24-hour-a-~day 
steady operation, which would make room on those lines to 
cransmit approximately 200,000 kilowatts of power that we would 
be able to get from the California~Oregon Power Company -- get 
through the system of the California-Oregon Power Company, 
which power would come from the Bonneville Power Aauministration 
and the only cost thereafter of transmitting this power would 
be the cost of some 97 miles of line, plus the cost of the 
power itself, which was approximacely 2.1 milis a kilowatt 
nour, which would give us a cost at load center of approx- 
imately three milis a kilowatt hour. 

We estimate that the average cost to us of such energy, 
after transmission losses, would be 3 mills per kilowatt hour 
ac load centex. 

fny consideration of a higher value to that powex 
is unrealistic. iteference was made to the fact tnat the power 
would have a value of four mills per kilowatt hour. That is 
not in accord with our own concerns and the concerns of other 
producers in this state. 

Reference was made that the four mills wouid be based 


upon oil at $2.40 a barrel. Oil today is purchasable by us 


~ 102 - 






















at approximately $2.10 a barrel or less, and we generate 


large amounts of power from gas at a somewhat lower cost. 


On this basis, we determined that the plan would be 


economically feasible if the dump energy were delivered to 

us at times when it could be used to reduce generation in some 
of our older and less efficient steam plants. This dump 

energy from the Northwest, like the dump energy we now purchase 
from the Central Valley Project, is useful primarily in our 
area as a replacement for energy which otherwise would be 
generated in steam plants. 

A draft of a contract wich BPA was prepared and sub- 
mitted on April 9, 1959 to the Committee on Interior and 
Insulax Affairs of the United States Senate. At the hearin 
some members of the Committee suggested that provisions of the 
proposed contract relating to termination of energy deliveries 
be clarified to show that the Bonneville Administrator could 
withdraw energy from PG<::E for sale to other purchasers, 
public or private, at any time ne desixed. Consequentiy, on 
April 15, 1959, che Company in a letter to the Chairman of 
che Committee stated that it would agree to a provision 
allowing either party to terminate the contract on 30 days' 


tten notice given to the other. 


wr 
Contract negotiations to put the plan into effect were 
Suspended at the request of the Committee until a study of 
the feasibility of higher voltage intexconnections was completed 
by BPA, in cooperation with rhe Bureau of Reclamation, the 
Federal Power Commission, the Governors of the affected states, 
and local public and private agencies. This study was 
submitted cto the Committee in February of this year, and I 
understand this Committee has a copy of that report. 
The study showed that none of these interconnection 


schemes was financially feasible, and that the originally 
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proposed intertie plan would: 
(1) provide substantial benefits at the earliest 
possible date at lowest cost; 

(2) make maximum use of existing high voltage trans- 
mission facilities; 

(3) vequire minimum new facilities over the 97-mile 
gap between the 230,000 volt transmission systems of the 
Worthwest and California; 

(4) provide capacity sufficient to transmit almost 
two billion kilowatt hours per year of llorthwest suprlus 
dump energy into California; 

(5) make available an additional 150,000 <ilowatis 
o£ capacity to the iforthwest for 2mergency use; 

(G6) make possibie che sale of dump energy not needed 
in the ilorthwest and which, in fact, otherwise would not even 
be generated; 

(/) provide an average net revenue to BPA of more than 
$1.8 million a year; and 

(€) be the only plan financially sound under current 
conditions. 

Upon the cequest of the State of California at a hearing 
percre the Committce in May 1900, contract negotiations were 
further suspeided to aliow additional time for Sol &. Schultz, 
cne State's consultant, to prepare and present general 
conclusions based om an independent study of possible inier- 
connections. This consequenc!y has deferred the date when 
SPA could convert waste energy into needed revenue. 


At a third hearing in June, Mr. Schultz, in presenting 


4-7 £ 


the findings and conclusions of his work to date, 


Fh 


a summary o 


Stated: 


“In comnection with our study of the proposed 


500,000-volt transmission facilities, we have assumed 
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“that the proposed BPA-PG&E 230,000-volt connection 
would aiso be in: operation. We founc that approximately 
7 per cent of the total power transmitted over the 

combined facilities would flow over the 230,000-volt 


connection. 


“Since these combined facilities would, at times, 


be loaded to their maximum capacity, it is concluded 
that this lower capacity facility increases the amount 
of power to be delivered by about 7 per cent. 

“ft would also serve other useful purposes by 
reducing iosses and improving the reliability and 
Stavility of operations. Theretcore, we do not believe 
that the 220,000-volt line would adversely affect the 
feasibilicy of the higher capacity facilities provided 
that it is given no priorities over these higher 


ta 


° 
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capacity facilities. 
Mr. Schultz has proposed two 500-kv circuits running 
from che Columbia Piver in the Northwest southward to Bakersfield 
to be completed in 1964. Along with the power output of a 
steam vlant which Mr. Schultz proposes to be constructed in 
the State of Washington, he estimates tnat initially there 
would be one million kilowatcs of firm power made avaiiable 
in northern and ceiitral California. According to his state- 
ment, tinis firm power would be available 14 hours per day 
during week days, or /0 hours per week at a capacity factor 
of 41.7%. 
this iow capacity factor firm power would nave the 
Same general characterisi:ics as the byproauct hydro power 
which is proposed as a part of many water conservation 
projects which are under comscruction ir in advanced stages 
o= planning by local irrigation districts, county water agencies, 


and other local entities in California. 






























As you know, this Company has provided a market for 





power generated by the Oai:xdale, South San Joaquin and Merced 


crigation districts and other public agencies. We recently 








have signed a contract with the Oroviile-lWyandotte Irrigation 





District to purchase the entire output of the District's 








proposed South Fork Feather fiver Project. Ly providing a 

































market for the power oviput of che plants of these districts, 
our Company has aiaed materially the financing of their 
projects and has cnavled them to develop additional supplies 
of water for .rrisation and domestic purposes. 

£. forecast of future hydroelectric development in 
northern and central Culifornia was made in connection with 
load and resources studies for the BPA in 1959 by a special 
committee of representatives from the *ederal Power Commission, 
Bureau of Reclamation, California beparimeni: of Water Resources 
aud Public Utilities Commission and the public and private 
electric utilities in California. This committee estimated 
additions of 4 million l:ilowatts of hydroelectric resources 
in northern and central California before 1905 with 2,200,000 
kilowatts of this amount prior to 1970. Economic factors 


~ 


ic additions be designed for 


a 
ry 
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require that these hydroelec: 
peaking operations at avout “he same capacity factor as the 
firm power waich would be imported unaer Mr. Schultz' proposal. 
Absorption of tnis large quantity of peaking capacity 
from Local water projects -- and there are some tnirteen or 
fourteen of these proposed vrojects that are uow pending and 
waich I could read a list to this Committee if it desires. [f 
understand, however, tnatc many of these districts are going 
to appear as witnesses here and it may not be desirable. 
Absorption of this large quantity of peaking capacity 


cxom local water projects will require careful scneduling in 





order to give maximum value *o the power produced. Since the 














annual load factor of the northern California load is about 
63%, low capacity factor hydro must be complemented by 


construction of high capacity factor thermal plants as resources 


are added to meet load growth. In our opinion, the power from 


local water and powex development »rojects snould be given 


riority in the California market. The Company has planned, 


oe Sd 


nd will continue to plan, its construction program so as 

to create a market for such local peaking power as rapidly 
as load growth will permit. Our studies show that after the 
large amounts of such power noted above are assinged to the 


milar characteristics 


tus 


load, additional imported power of s 


has very little value. Of course, that refers to our area. 


tr 


The importation of Wortnwest f£2:xm power would also 
eriously interfere with the marketing of wower from the 

State's Feather liver troject, particularly in view of the 
necessity of providing a maricet for power produced by the 
proposed pump storage in tne State Water Plan. it is difficult 
to see how the importation of firm power proposed by Mr. Schultz 
would serve the pumping vequirements of the California water 
plan. This low capacity factor power in a dry year in the 
Northwest would not be sufficient fullv to meet the State's 
pumping loads. 

And you will recall chat Mr. Schultz stated several 
times here and I quoted him or wrote down his statement, to 
the efxect that there will be times when the power from the 
liorchwest would not be available and, of course, if the powez 
iS not available, it is not very useful in pumping water at 
crucial times in connection with the State Water Plan. 

For more than ten years we have cooperated filly with 
Stace engineers in the development of their ;lans for che 


power generation and project pumping power supply phases of 
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the Feather River Project. On May 11, 1960, in a letter to 




















Mr. Ralph M. Brody, Special Counsel to the Governor of the 






State of C-lifornia, we said we were willing to sell and 






deliver off-peak energy to the State for project pumping 


purposes on its proposed Feather River Project in an amount 






equivalent to the amount purchased in any year from BPA under 









the proposed contract. The charge for such energy would be 






no more than the price the Company pays Bonneville, plus the 


Company's incremental out-of-pocket cost of transmitting the 









energy. We would make no charge for use of the Company's 























existing transmission network south of the Pit 3 Powerhouse, 





except to cover the cost of additional facilities required 
to connect our transmission system with the pumps. 

In other words, tne full benefit of all the power that 
we would bring into California from Bonneville wouid be made 


available to the State Water Plan at our actual out-of-pocket 


Company studies show that the amount of energy that can 
reasonably be brought in and sold in tiie northern California 
market would be a maximum of two billion kilowatt hours 
annually. Any adai‘:ional energy, wnerher firm or secondary, 
such as might be brought into California by tne proposed high 
voliage line now unde: consideration by Mr. Schultz would, in 
our opinion, b2 detrimental to the interests of northern and 
centrai California in several very important respects: 

(1) Bonneville energy wili be dumped in the northern 
California market during che summer montns -~ now, this 
Statement was prepared at a time when it was our understanding 


that he proposed to market this power in northern California. 
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That has been somewhat modified vy his testimony today that 
he plans to sell it all in southern California. I will read 


that statement again, but this statement was prepared in the 





light of what we understood to be the proposal Borineville 



















energy will be dumped in the northern California market 
curing the summer months when the Central Valley Project and 


other water developments are releasing large amounts of water 


ra 


or irrigation and generating byproduct energy. The Central 
Valley Project has no other market for this energy except that 
provided by the Company. We have purchased all the dump energy 
produced by the Central Valley Project since it first began 
operation in 1944, The Company, through its ability to back 
off steam generation, is che only ageicy that can use this 
energy. We believe that che importation of more than two 
billion kilowatt hours of dump energy a year from the Northwest 
might adversely affect this market for Central Valley Project 
energy and could deprive the projiect of revenues needed to 

help subsidize water development in California. 

(2) The Company's system could not avsorb more chan 
approximately two billion kilowatt hours a year from the 
Worthwest without seriously interfering with our purchase of 
steam plant fuel. If we were to buy additional power from 
the Worthwest and further reduce steam generation, we could not 
use fuel oi1 which now is produced as part of oil refinery 
operations. Substantial minimum fuel oil commitments must ve 
made in all years in ocrdez to assure a firm supply of oil in 
dry years. If the present market for fuel oil were destroyed, 
companies would no doubt change cneir processes to 
Climinate fuel oil production. In adverse water years when 
steam generation was required, there would b no fuel to 
operate the plants. 

(3) The impoxstation of more than two billion kilowatt 
hours a year from the northwest into California would not be 
feasible in view of PG&ii's obligations to import natural gas 
from the southwest and from Canada. In order to make the 


importation of such gas financially feasible, we must take 


109 - 

















or pay for minimum amounts of gas each year. The use of 


@ 


natural gas in steam electric plants on an interruptible 





basis has made it possible to take out-of-state gas at the 





high capacity factors needed to make such long distance 
cransmission economic. For example, minimum annual delivery 


of 1 Paso gas is 91% of the contract quantity, and on the 




























proposed Alberta supply, minimum annual dei“very will be 


90% of contract quantities. Ueliveries of Lonneville energy 





in excess of two billion iilowatt hours pex year would compel 


cutbacks below these gas contract minimums and would require 





che Company to pay for gas it was obligated to purchase but 
did not use, which it could not and would not do. 

It always has been the Company's policy to construct 
ats own interconnecting lines with out-cf-siate sources 
whenever tnis has become economically feasible. 

PGCE has the responsibility for providing adequate and 
economic power supplies for the service area of northern and 
central California. In carrying out chis obligation, the 
Company in the past has provided interconnections with other 
power systems to the north, east and south of its service 
axea as well as within “he axea. 

At the present time, the Company has (a) two inter-~ 
connections, one at 66,000 volts and che other at 125,000 
volts with che system of The California-Oregon Power Company, 
(b) two interconnections at 110,000 volts and one at 60,000 
volts with the system of Sierra Pacific Power Company, which 
operates in eastern California and western ilevada, and (c) a 
230,000 volt interconnection with the system of Southern 
Califoriia Edison Company. 

We have built these interconnections as and wnea it 
nas become necessary and economic to do so. In the present 


circumstances, we now are willing to build che additional 














interconnection with The California-Oregon Power Company which 
can be accomplished at minimum cost by reason of the ability 
to use, for the most part, existing facilities. We are 
prepared to provide additional interconnections with Oregon, 
ijevada and Southern California, whenever conditions justify 
such construction. 

And I may say that we would be prepared to construct such 
facilities to aid in the delivery of additional power to 
southern California if there is any surplus developing in this 
area over and above the need in the area. As Mr. Schultz -- 
and, of course, that construction would be in cooperation with 
che Southern California Edison Company and at no cost to the 
taxpayer and would provide taxpaying facilities. 

As Mr. Schultz pointed out to the Senate Committee ia 
Washington on June 15, 1960, the intertie proposed by Bonneville 
for sale of dump energy to PG&i could go into service much 
earlier chan the interconnections now veing studied by 


“during that  ~eriod of time chere would be 


iis. Schultz and 
benefits that would ctherwise be wasted." Moreover, since the 
contract we propose couid be cancelled at aay time, it would 
not prevent the construction of any other lines found feasible 
in the future. In the meantime, the government would gain 
91,500,000 a year in net revenues from Sonneville energy now 
going to waste. 

Since Mr. Schultz has not completed his studies of 
other interconnections, we cannot comment further on the 
economic feasibility of his proposed plan. 

lowever, for the reasoius we have stated above, it does 
not now appear that Pacific Gas and Electric Company could 
be a party to any arrangement: under which we would take any 
part of the large amounts of power which would be brought in 


from the Horthwes: over the common carrier lines he has proposed. 




















L might aaa this: You are all familiar with the 
difficulties that have been created by a great forest fire 
in the Donner area. So far as the supply of power to Nevada 
is concerned, as the statement mentioned, we have three 
transmission lines that go over the summit. A fire started 
on -= not on our part of the lines, but on the part of the 
lines owned vy Sierra Pacific Power Company. 

The result of that fire was that ali of those lines 
came down, and Nevada, which had relied for practicaily eighty 
to ninety per cent of its power from our supply for eae very 
considerable period of time was without power. 

iow, if we were purchasing a million <ilowatts of power 
today over Mr. Schultz’ iine and the similar forest fire were 
to take place somewhere between Red Bluff and Dows, Oregon, 
Morthezn California would be today having a brown-up, and that 
is one of the reasons why we make the statement that we could 
not be a party to the purchase of any such quantities of 
powe: as this, coupleca with the fact, of covrse, that it has 
been made perfectly plain, both by Mz. Schwuitz and vy the 
representatives of the Worthwest, that that power would be 
available to us in California if we were to be a purchaser 
only so long as the Hortiwest doesn't want it, and if there 
was ary circumstance that developed, such as an unusually 
dry year or their load growth should be faster than they had 
figured out, some iwo or three years ahead, when they have to 
make these guesses on load growth, and if we were relying on 
that source -- that type or source of power to serve our 
customers, we could be brought into the position where we would 
be unavle to provide our customers with service. 

For that reason, we cannot see how we could be a 
purchaser -- that and other reasons <-- how we could be a 


purchaser of such quantities of power. 
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Of course, one of the other factors that I mentioned, 
and a very important one, is it would delay the economic 


development of Northern California by delaying all of these 






























water -- local water projects, by our delaying the construction 
of steam plants. 

We would be stopping the development of Northern 
California in favor of development in the northwest. 

So far as this power or the use of this power for the 
State Water Plan, in the light of the statements that have 
been made here with regard to this power, that it is here 
only as long as -- and to be available only so long as it 
isa't needed elsewhere, and that there will be periods o£ 
time when no power will be availabic, it is very difficult 
to see how that could be a source of supply of power for the 
state pumps. 

If you want that type of power, there is lots of it 
there in the Central Valley Project today that we are 
purchasing, and which the state, of course, would have a 
preferential right to take. 

The answer is that neither the state nor anyone else 
can use it, because they don‘t have the means to utilize it. 
The only reason we can use it is because we have large steam 
plants that we can shut down and we gain the value of saving 
fuei, which represeuts the value of this power. 

Of course, this power, if it is said to be available 
fox ten or fifteen years, one matter that you have to consider 
is: What would happen with regard to infiation? 

If you delay the construction of generating facilities 
in California for ten or fifteen years, and then you have to 
put them in, why, you may find that the cost is fifty per cent 
or 100 per cent more to construct those capital facilities. 


Although I don't have an authorization of our directors 



































to inake the offer, but I dare say that the Pacific Gas and 
Electric Company would be very happy to reverse that 
situation and say, ‘We will build large and economic plants 
today and at today's prices and then sell the power to 
somebody else, if they will buy it, so long as we don't need 
it, and then we will have the advantage of freezing our 
capital investment at today's prices." 

Thea, when the power is taken away, the purchaser chen 
would have to go out and try to replace that power, and I 
think he would find it no doubt very likely -- I would say, 
based upon the past ten, fifteen years of experience, the 
purchaser would find he would have to pay very substantially 
more for it, so certainly, the PG&E would like to have the 
situation reversed and be in a position where we could 
construct the facilities, and enjoy tne economic development 
that will go witn it, and then seil any surplus we have to 
somebody else, wich the understanding we can take it away 
any time we wish. 

I think I have pretty well covered tue points I had 
in mind. I will be glad to answer any questions. 

CHAIRMAN THALE: Fine, Mr. Gerdes. 

I would like to introduce Senator O'Sullivan, who just 
came in. 

I would like co ask one question. I uon't think it 
is going to be argumentative. 

Throughout the two testimonies here, we have heard 
Mr. Schultz referring to a two million kilowatt capacity, and 
you have been tall:ing about a two million kilowatt hours per 
year. 
What is the relationship there? 


MR. GERDES: Well, I think I could answer it, but I am 





going to ask Mr. Bonner, who is an engineer. He will give you 
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a better answer, I am sure. 

MR. BONNER: The million kilowatts xefers to capacity. 
In other words, the instantaneous number of kilowatts 
available, whereas Mi::. Gerdes was referring to two million 
kilowatt hours per year, which would be kilowatts times hours, 
and that is energy. 

CHAIRMAN TEALE: Now, if you have a two million 
kilowatt capacity, what will that give you in capacity a year? 

MR. BONNER: I would depend on the time chat you had 
power to transmit. If you had it for one hundred per cent 
of the time, you would have &,760 hours times two million 
kilowatts. 

Now, Mr. Schultz mentioned an initial capacity of one 
million kilowatts and aiso mentioned a figure of approximately 
ten billion kilowatt hours. So, he is bringing in power on a 
ratio of about ten to eighty, because it is 6,760 hours times 
a million, as against ten billion. 

CHAIRMAN TALE: Do that again. 

MR. GERD2S: That is why I ducked this question. 

CHAIRMAN TALE: All I want to inow is: If you had 
two billion kilowatt hours a year and you nad -- would it be 
Fifteen per cent, twenty, thirty, or -- 

MR. BONNER: You mencioned two million kilowatt 
capacity. 

CHAIRMAN TEALE: Let's use one that is simpler. 

MR. BONNER: Of couxse, you get into trouble with 
decimal points when you are doing biliions in your head. But, 
one million kilowatts, if you had it throughout the year, 
would be &,/60 hours times that. 

So, that is 8,7€0,000,000 kilowatt hours. 
CHAIRMAN TEALZ: That is the one hundred per cent 


factor? 











MR. BONITER: The one hundred per cent factor. 





Howevez, if you brought it in half the time, you would 






pring in 4,290,000,000 kilowatt hours, you sec. 






CHAIRMAN THZALE: All right. 







Now, on your 230 kilovolt line we are talking about, 





what load factor do you use to arrive at two billion per year? 






MR. ZONIER: Now, this will really get complicated, 





because that is based on the availability of this dump power, 































and it is not availiable ail the time. 

There are many months when the northwest doesn't have 
it, so in arriving at che two million kilowatt hours that we 
would bring in, it was based on the availability and also our 
ability to take the power at certain times. 

But, to simplify ic, the capacity of the line was 
approximately 200,000 kilowatts, to compare to this two 
million kilowatts that Mr. Schultz speaks of, and we would 
bring in this two million kilowatt hours on the average -- 
two billion, I veg your pardon -- as compared to the ten 
billion that Mr. Schultz mentioned, would be brought in 
initially on the larger line. 

So we would bring in on that ratio on the average of 
about twenty per cent of the energy, pout our Line would not 
nave che twenty ver cent of the capacity. 

Lt would be a lower percentage. 

CHAIRMAN TEALE: Senator Regan, do you have a question? 

MR. GERDES: If I may say this, the problem is that 
the runoff in the northwest is very much the same as it is 
in California. The runofr is heavy when tae snow is melting 
in May, June, July and August, and tnat is the same time, as 
you know, that our California streams are rinmning full, whea 
the Central Valley Project has large amounts of power available, 


and so the one is in competition with che other, and then 



















after the runoff is over, that power is gone. 





SENATOR REGAN: On page 9° of your paper, Mr. Gerdes, 
you mentioned a letter to Mr. Ralph brody, where you state 
you are willing to sell and deliver off-peak energy to the 
state for the project pumping purposes on its proposed Feather 


River Project in an amount equivalent to the amount purchased 






























in any year from BPA under the proposed contract. 





Then, you said, the charge of such energy would be no 





more than the price che company pays Donneville, plus the 
Company's incremental out-of-pocket cost of transmitting 
energy. 

You said you would make no charge for use of the 
Company's existing transmission network south of the Pit 3 
Powerhouse, except to cover the cost of additional facilities 
required to connect our transmission system with the pumps. 

My question is: Translated, this meais how much? 

MR. GERDES: I will ask Mr. Bonner to state that. He 
can translate ict. 

MR. BONNER: enator Regan, that would be the load center 
that would cost us to bring this power in. Now, as Mr. Gerdes 
stated here, we have been working with che State since before 
1951 and have offered, in effect, the same thing from our 
steam plants at che same price, and we are saying this power 
we would bring in would cost us avout that, anyway, so we are 
offering this power, but I also want to mention that we have 


offered this off-peak steam energy, which is about the same 


iiow, cto get 1& co the pumps, we would use existing 
transmission systems, but there will be cases where we might 
nave to build some substations into the pumps and we would 
have a small charge in addition. 


I would estimate, depending on where the pump is 














located, that price would vary from load center south, 






from three to four cents in round figures. 






That is all from within the PG&E 





SENATOR RGA: 





service area, which goes from where to where? 






MR. BONNER: The PG&E extends from Eureka generally 






























south to the Tehachapis. 

MR. GERDES: May i supplement that? We, as well as 
the Southern California Edison Company, che Bureau of Power 
and Light of the City of Los Angeles, have had discussions 
with the state, so chat we set the groundwork for working out 
an exchange of power, so that the delivery of power would not 
be Limited to the end of our system, but we could -- we have 
got arrangements made whereby it could be transmitted on an 
excnange basis or by wheeling to points on the idison Company 
system or elsewhere on other power systems in the state. 

SENATOR REGAIN: On page 11 of your paper, you said if 
the present market for fuel oil were destroyed, che oil 
companies would no doubt change their processes to eiiminate 
fuel oil production. 

From the rest of your statement in that paragraph, i 
would get the inference that if it lost the PG&i market, the 
present market for fuel o11 would be destroyed. 

Is that what you meant 

MR. GERDES: Well, not the entire market. A part of 
the present market would be destroyed. There are some 
industrial customers that buy fuel oil. Some of it goes into 
ships, and the Southern California electric companies also 
purcnase fuel oil. 

SENATOR REGAN: But I want to be sure for the vecord 
here. My impression from what you have said is that, in 


effect, if this comes into being, you would be no longer a 





customer, so therefore the fuel oil mariket would be destroyed, 











and for the record, I want to be sure whether that is true 


or not true. 


MR. GERDES: That is certainly not true, unless the 


same thing happened with the other power companies. But, I 
dare say that if this two million kilowatts of power were 
brought in and absorbed in California, there would be very 
little fuel oil consumed in California. 

SENATOR REGAN: Then, the conclusion is that, in alli, 
fuel oil consumption in the generation of energy would be 
affected by the introduction to California of this specific 
northwest energy. 

Therefore, in your opinion, would you feel it would 
seriously impare the fuel oil market? 

MR. GERDES: I am saying, if anything like the quancti- 
ties of energy are brought into Califa@nia that have been 
discussed here today, it would have a very serious effect upon 
all of the oil refiners in the state. 

The fact that one of the oil refiners, the Tidewater 
Associated, have already converted their refinery processes 
from producing fuel oil to coking, and the other refiners have 
told us that if their existing markets are destroyed, that is 
exactly what they will do -- well then, we might go on for 
several years and rely on this supply and then a real dry year 
comes along and we need fuel oil to meet the requirements, 
because in that year, let's say, there is little, if any, 
power coming from the northwest, and the oil refiners at that 
time would say, “Wie are sorry, we can't supply you with fuel 
oil;‘° and that would te a very serious situation, because we 
must have fuel to run these steam plants of ours, particularly 
in the dry years. 

SENATOR REGAN: Would the fuel oil companies -- would 


the oil companies join with you in your opinion, saying this 























statement is correct, or substantially correct, as far as you 
know? 

MR. GERDES: Well, all I can do is tell you this: Before 
the Senate Committec in Washington, they sen: a representative 
there and told the Congress that in substance, what I am 
stating here. 

No doubt they would state it in a better way and no 
doubt, more accurately, but tuat is the substance of what they 
had to say to the Senate Committee. 

SENATOR REGAIN: iow, in your statement -- I think chis 
is a statement you made without reference to your paper -- you 
said, in effect, that if such and such happened, meaning the 
bringing in of this substantial amount of power to California, 
“L-cal water project development would be stopped.” 

Now, I would like to have a further expression from you 
as to wnat you mean, because in our overall discussions, a 
local project is not the same as a reservoir project. 

For example, necessarily so, under the California Water 
Pian, a local project probably would mean a local development 
for the use in a local area, whereas a statewide project is 
something else. 


Which do you meaa witn this statement? 


» 


MR. GERDES: Here is the problem you nave to face. The 


[~- 


Pacific Gas and Electric Company has a load growth each year 

to the order of 350,000 kilowatts or thereabouts. Wow, as I 
referred to in this statement, in order to avsorb the power 

frcom any hydro development in the state, whether it is 
constructed by the state of California or constructed by a local 
agency, if that power is going to have a marxet ia our area, 

it has to be scheduled to come in no faster chan che load growth 
will absorb it, so far as the firm power is concerned, and if 


we were to look, for instance, to the next year, to buying 
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a million kilowatts, let's say, of power from this transmission 
line, the power to be generated in the northwest, assuming it 
is firm power, which apparently it would not be in the light 
of the statements here, but assuming it is, why then that would 
cut down the amount of firm power that we could take into our 
market. 

Now, of course, Southern California presents another 
situation. But the Northern California market, as we cail the 
northern and central Caiifornia -- in other words, the load 
of the PG&E system, is approximately forty per cent of the 
totai power load of the state, as I recall it -~ isn't that 
a round figure? 

MR. BOMMR: Yes. 

MR. GERDES: That is approximately correct. So, that 
is the situation with regard to forty per cent of the state's 
market. 

If youtake that market away while we are absorbing 
a million kilowatts from the northwest, why, the local 
development -- I mean, the water development in the northern 
and central California would have to siow down, unless they 
could find a market some other place, of covrse. 

SEMATOR REGAN: Just one more on that. The available 
water for development of reservoir projects are all in the 
north. There is nothing left anyplace except in the north, 
so when you talk about the development of these projects, 
you don't define a local project to mean a small local project. 

MR. GERDES: That is right; that is rigni. 

SENATOR REGAN: Wow, one final question. You heard my 
questions directed to Mr. Brody or Mz. Schuitz, having to do 
with the timetable of the Culifornia Water Flan, and the 
possible interference that the dumping of this power into 


California might have. 

















































I believe you heard Brody state that he felt it 
would have no adverse effect. He felt, in fact, it might 
stimulate the construction of the reservoirs in the California 
program. 

Do you agree or disagree with that? 

MR. GERDES: We disagree with that. We do not see how 
you would have a bigger market if you brought in a willion 
kilowatts from the northwest and added it to the present 
supply. 

It is very difficult for us to follow that argument. 

CHAIRMAN TEALE: Senator Cobcy. 

SENATOR COBEY: Just one question, Mr. Gerdes. What 
does the PG&E pay for the pump energy ito the CVP now; what 
is the rate? 

Mk. GERDES: Approximately 1.9 miilion kilowatt nours. 

iP... BONNER: That is correct. It is on the third 
block in the Central Villey schedule, which runs four, three, 
two mills less, say, five per cent discount for high voltage 
delivery. 

SENATOR COBZY: So you are paying something in the 
neignborhood -- 

MR. GERDES: That is for the so-called surplus or 
dump energy. 

SENATOR COBY: Yes. 

CHAIRMAN TZALE: Are there any further questions? 

Senator Williams’? 

SENATOR WILLIAMS: We settled a problem over here, 
Senator. 

CHAIRMAN TiALZ: Thank you very much, Mr. Gerdes. 

MR. GERDES: Thank you very much, Mr. Chairman and 
members of the Committee. 


CHAIRMAN TALE: Gentlemen, we are running a little bit 
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behind today, but we are going to go right ahead, anyway. 

Next we will have Mr. H. A. Lott, Manager, Power Supply 
Services, Southern California lidison Company. 

Mn. LOTT: Mr. Chairman, my name is Harry A. Lott. I 
am Manager of Power Supply Services for Southern C:lifornia 
idison Company. 

This statement is presented in compliance with the 
request contained in letter dated August 3, 1960 by Honorable 
Stephen P. Teaie, Chairman of this Committee. 

in answer to Senator Teale’s first question: 

Southern California Edison Company supplies electric 
utility service to a population exceeding 4.56 million people, 
in an area of about 20,000 square miles in Cantral and 
Southern California. Because of the great development in 
Southern Califori:ia, che demands for electric power in the 
area served by the Company have been increasing at a rapid 
rate and it is estimated that substantial increases in the 
demands for electric service will continue into the future. 

Gi iving cousideration to the actual requirements of the 
first seven months cr 1960, it is now estimated that the 
Company will generate 19,250 million kilowatt hours at a 
pea cemand of 3,480,000 kilowatts during 1960, an increase 
of 9.5% from che 1959 requirements. 

By five-year intervals, the annual energy requirements 
and peak demands are estimated to increase during tne next 
twenty years as follows: 


SOUTHERI CALIFORITIA EDISON CC. ESTIMATED PAK DEMANDS AND iNERG*Y 


Anmaival Generation Annual Peale Demand 
Millions of Tnousands of 

Year _Kilowatt Hours _ ____ Kilowatts a 
1956 19,250 = 5450 
1965 25,000 4,540 
1970 30,600 5,950 
1975 37,200 G,800 
198 3.700 8,000 
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If such increases are realized the demands in 1980 

































wouid be 2.3 times the demands of 1960. 
It is not possibile to submit an informed answer to 
Senator Teale's second question, relating to annual estimates 


££ 


of the power requirements for che pumping of water for irri- 
gation and domestic uses, whether for projects constructed 
by the State or by local agencies. 

The uniform system of accounts prescribed by the 
Federal Power Commission and the uniform system of accounts 
for electrical corporations prescribed by the Public Utilities 
Commission of the State of C lifornia, do not segregate elec- 
tric power used for pumping water, from other uses for electric 
power under the same account classification. When power is 
supplied to a dairy, for example, the Company does not 
segregate the power used by milking machines or for feed 
exinders from the power used for pumping water. The basic 
records needed to estimate tne amoumt of electric energy used 


for watez pumping are not available and we regret our 


fo 


nability to furnish the Committee with such an estimate. 

We have not teceived a copy of a report from the 
Consultants to the Bepartment of Water Resources on benefits 
of an intercormmection between Pacific ilorthwest and California 
electric power systems. Our knowledge of this report consisis 
of information in press releases, reports on hearings before 
the Irrigation-Reclamation Subcommittee of the Senate Committee 
on interior and Insular Affairs, and conversations with 
representatives of che Consultants. Representatives of thi 
Company have, however, cooperated in the preparation of a 
report containing related subject matter. In 1959 we 
participated in the ‘Pacific Northwest - California Inter- 


connection Study, Giving Power Requirements and Kesources - 





State of California," wiich was prepared by the Federal Power 
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Commission, San Francisco Regional Office, and dated 
October &, 1959. The material inthe October 3 report was 
incorporated in the “Study of High Voltage Llectrical 
Interconnection between the Pacific Northwest and California'’ 
by the Secretary of the Interior in response to resolution 
adopted by the Senate Committee on Interior and Insuiar 
Affairs on May 19, 1959. This latter study dated February 
1960 was preapred by Bonneville Power Administration. 

All of the Pacific Northwest studies we have seen 
to date indicate, under favorable water conditions, a sub- 
stantial supply of intermitten, interruptible spill power. 
ididson has not veen informed of any study of Pacific North- 
west loads and resources indicating a year-round firm powex 
supply which is available for export. Our experience with 
transmission line costs leads us to believe that the cost of 
Pacific Northwest power delivered in Southern Califoriiia could 
not compete with the costs of Local sources of supply, uniess 
someone other than the receiver paid a part of the costs of 
the cransmission line and a part of the costs of power pro- 
duction in the iorthwesc. 

Southern California idison Company has long years of 
experience with vwrobvlems relating to the costs incident to the 
generation and transmission of electric power. because of this 
experience, combined with information obtained while cooperat- 
ing with the Federal Power Commission and the Bonneville Power 
Administration in the ,;reparation of the February 1960 study, 
we axe franl:ly dubious of the economic feasibility of tramns- 
mitting electric power over the great aGistance, exceeding 
1,000 miles, between the Columbia River and the ioad cenéer 
in Southern California. 

In addition to questioning tne economic fcasivility 


of transmitting electric power from the Pacific Northwest to 


- 125 




























Southern California, the Company has a responsibility to pro- 


vide its customers with a high quality and a dependable con- 


tinuity of electric servce. Neither the Company nor its 
customers could be satisfied with any lowering of service 
standards. Years of experience indicate that the Company 
must control the operation of its generation and transmission 
facilities to meet the necessities of moderiu high quality 
electric servce. Southern California idison Company would 
not, therefore, in view of information we have seen to date, 
be interested in purchasing energy from the proposed Common 
Carrier transmission line. 

Mr. Chairman, that is the end of the statement. 

CHAIRMAN TEALE: Thank you, Mr. Lott. Are there any 
questions from members of the Committce’ 

Senator Regan. 

SENATOR REGAN: tir. Lott, on page 4 of your statement, 
you state: “We are frankly dubious of the economic feasibility 
of transmitting electric power’ -- and so on. 

Do you also include financial feasibility there? 

MR. LOTT: I get bothered by the aifference between 
financial and economic feasibility. To me, they are both tie 
same thing. 

SENATOR. REGAN: I mean, as far as your paper is 
concerned, they could be interchangeable? 

MR. LOTT: interchangeable, yes, sir. 

SENATOR REGAN: I believe the position of the Pacific 
Gas and Electric Company was that it could tale in power and 
distribute it through its system, if I am not mistaken, on 
what was said here today. 

Your position is not that at all, is that so? 

I mean, you feel that unless the cost were absorbed by 


Someone other than the customer ~- I presume you have in mind 
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Uncle Sam -- in the building of the line and of the facilities 
that generates the power, that it probably would cost you too 
much in Southern California, so that you couldn't become a 
customer for this dump power‘ 

MR. LOTT: That is correct. If we had the costs of the 
transmission line plus the costs of production of power from 
the Pacific Worthwest together, we would expect those costs 
to exceed the cost of generation in Southern California. 

SENATOR RiGAN: Would your position be any different 
if you were in the service area of the PG&i? Is the factor 
that makes your position different than PG&E the additional 


miles hat the energy has to be transported’? 


oP 
oF 


MR. LOTT: I don't think it would be materially differen 
From a theoretical standpoint, we have am ideal situation of 
attempting to integrate hydro power in the Pacific Northwest 
with steam power in California, either in the north or the 
south. 

The factor of the cost of the interconnection is the 
thing which we believe would render it either financially or 
economically unfeasible. 

SENATOR REGAIIT; Well, as I understand the PG&E position, 
from its location, say, in Worthern California, if it was the 
market for the energy, with its steam generating planis, it 
could probably use the energy and distribute it to its customers 
without loss, and i presume at a reasonable profit to the 
private pubiic ucility. 


MR. LOTT: My understanding was -- I may be wrong ~-- the 


g 


Pacific Gas and Ziectric Company could absorb the energy fron 
the smail 200,000 kilowatt interconnection. 

SENATOR REGAIT: Well, is that correct, Mr. Gerdes? I 
don't want to be misquoting you. You were talking about a 


limited amount of power. 

















MR. GERDES: We were speaking of taking -- we believe 
we would and could take up to two billioa kilowatt hours a 
year over the interconnection we propose. But our statement 
also goes on to say that we did not -- at the end of the 
statement, we did not feei we could be a party to purchasing 
power from a large common carrier lLiie. 

SENATOR REGAN: I understand that, but I am wondering 
about the economics or financial feasibilities. That is the 
discussion here. 

I don't want co take anything out of context. I am 
trying to get some information. 

Do you know what the probable added cost would be if 
you were to become a customer for this powex for your location 
and the PG&E location? 

MR. LOTT: Without making a study, I couldn't tell, 
but it is about halfway between the Bonneville area and 
Southern California -- it is avout 400-plus miles up here. 

So, insofar as the cost of the transmission line alone 
is concerned, it might be about half as much, too. 

SENATOR REGAN: One final question. You feel that goiig 
to the word “economic" rather than “financial'' feasibility, 
chat there are no economic factors for the use of that power 
im your service area, which would protably make you change 
your vosition? 

MR. LOTT: We haven't seen the final study, but over 
the years of experience and experience of the cost of long, 
high voltage trausmission lii:es, we camnot see how the cost 
can be Lowered so much that it would compete with the cost of 
power in Southern California. 

CHAIRMAN TEALE: Are there any furtner questions? 

Thank you, Mr. Lott. 


Mir. Ivan Bateman, member of the Board of Governoxs, 




















California Municipal Utilities Association, and Assistant 


Chief Electrical Engineer, Los Angeles Depariment of Water 
and Fower 

Mr. Bateman. 

Mik. BATEMAN: Mr. Chairman, I wouljid like to make the 
statement on behalf of the California Municipal Utilities 
Association first, if I may. 

As a Director of the Association, I have been asked to 
make a statement to this Committee. his Association is 
comprised of publicly-owned utilities serving electric, water 
or gas or other combinations of these services. 

Our members render at least one of these services to 
about seventy per cent of California, oz about ten million 
people. 

CHAIRMAN TEALE: Would you start again? 

MR. BATEMAN: As a Director of the California Municipal 
Utilities Association, I have been asked to make a statement 
to your Committee today. 

This Association is comprised of publicly-owned utilities 
serving electric, water or gas or a combination of these 
services. Our members render at least one of these services 
to about seventy per cont of California, or about ten million 
people. 


The Associatiou, at its February meeting in Santa Monica, 


reiterated its position in opposition to the United States 
Jepartment of Inzerior’s proposal to contract with Pacific Gas 
and Electric Company and California-Oregon Power Company for 


sale of surplus power from «he Bonneviile system. 

The main reason for che Association's opposition is based 
on the firm belief that any power intertie between the Pacific 
Northwest and California should be an extra high voltage, large 


Capacity, common carrier line, which can be used by both private 














and public agencies. 

Moreover, the Association believes that legislation 
is needed to protect the areas of origin against the export 
of power which mighs be needed in the areas of origin. 

Tne present Interior Department proposal does not meet 
these standards. 

Now, L will not burden the Committee by reading the 
resolution. It is printed and has been handed to you. 

Now, on behalf of the Department of Water and Power of 
the City of Los Angeles, I wouid like to say that: 

By letter of August 4, 1960, your chairman, Senator 
Stephen P. Teale, invited our comments on the benefits from 
an interconnection between electric systems in California and 
the Pacific Northwest as presented in a statement by Mr. Sol 
E. Schultz on Jume 15, 1960 before che Irrigation and Reclama- 
tion Subcommittee of the Interior Committee of the United 
States Senate. 

I have received the statement vy Mr. Sol . Schultz and 
the following comments present the views of tne Department 
of Water and Power relative to his statement and to benefits 
generally resulting from interconnections Letween electric 
utilities. 

Interconnections between utilities have long been 
recognized as beneficial. A major benefit derived from inter- 
connections is that they provide for use of surplus and most 
economic power generation available due to ioad diversity 
between interconnected systems and due to diversity of water 
conditions in interconnected areas. Another major benefit is 
the availability of stand-by capacity through the intertie 
in cases of system emergeiucies thus requiring less overall 
generation to provide dependable lectric power to the 


customer. 




















Specifically, in the case of the proposed inter- 


connection between electric systens in California and the 





Pacific Worthwest, if firm electric powex wera available to the 





City of Los Angeles from the interconnection, it would delay 
the construction of therinal capacity. With the possible 
exception of additional hydroelectric power from the Colorado 
River at Bridge Canyon, the City's increasir. load demands will 
otherwise be met from thermal sources. 

The available surplus hydroelectric energy from the 
Pacific Northwest would replace fuel generated energy. Wot 
only would this surplus nydro energy conserve fuel, but it would 
help to reduce another problem in the Los Angeles Basin, that 
of smog. 

For these reasons, and because of the increasing cost 
of fuel, the City of Los Angeles would look favorably towards 
power from the Pacific Northwest, provided that its cost and 
reliability were comparable to alternative thermal power. 

Senator Teale's letter also requested certain specific 
information: 

1. A £orecas® of our annual electric power require~ 
ments for the next twenty years. Attached to tunis statement 
you wiil find such a forecast. it indicates an annual system 
demand of 1,055,000 ‘xv and armual energy cequirements of 
6.2 billion kilowatt hours for the 1950 calendar year. By 
1980, we expect a system demand of 4,510,000 kw and energy 
requirements of 24.9 billion kilowatt hours. 

2. A forecast of energy requirements for the pumping 
of water for agricultural or domestic uses. Essentially, at 
present, we anticipate no such requirements on our electric 
system. Very infrequently, we pump water in the Owens Valicy 
area to increase the supply of water to our Gwens River 


Aqueduct and annually, a smail amount of electric energy 




















is used for ground water pumping in the Los Angeles area. 


These requirenents, howev2r, av 


believed to be insignificani. 


é relatively small and are 


Agricultural water requirements 


in Los Angeles are decreasing because of urban development of 


agricultural land. Remaining requirements are met largely from 


our Owens Valley Aqueduct source. 


3. A summary of our plans for possitle purchases of 


power from the State Department of Water Resources. At 


resent we are conferrine with the Department of Water Resources 
Pp 3 p 


regarding the possible sale cf off-peak and continuous power 


co the State for pumping water in its aqueduct and the possible 


purchase of on-peak power from the State. 


CITY OF LOS ANGELES -bEPARTMENT OF WATER AND FOWER-POWER SYSTEM 
ESTIMATED ANNUAL WET ENERGY FOP. LOAD AND PEAK DEMANDS 
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System Net Annual System 
unergy for Load Peak Demand 
Year Millions of Kilowatt-hours Mesawatts 
1960 &,193 1,655 
61 3,005 1,765 
62 0,603 1,00 
95 10,345 2,000 
64 11,124 2,120 
65 ~ 11,300 2,240 
6G 12,400 2,360 
G7 15,100 2,400 
60 15,900 2,605 
69 14,500 2,430 
70 15,400 2,069 
41 16,200 3,000 
72 17,000 3,140 
73 17,500 5,290 
714, 13,700 3,450 
5 19,700 5,620 
76 20,700 3,006 
77 21,700 3,980 
18 22,700 4,160 
19 5,800 4,540 
o 24,900 4,510 


CHATRIAN TEAL: 


Thani you. Are there any questions 


by members of the Committee? 
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I have cone. On page 1 


of your last paper, you were 





reading, in che paragraph thai begins “Specifically," you 
state: 

“Specifically, 21 the case of the proposed initer- 
connection between cicctric systems in California and 
the Pacific Northwest, if firm electric power were 
available to the City of Los Angeles --" 

would you explain just what you mean there? 

As I understand it, the power we are talking about 
today is not firm power. Now, are you talking about power 
that would come from the intertie? 

MR. BATEMAN: We are referring here specifically to the 
proposal made by Mr. Schultz and explained this morning in 
which there would be some firm power by the use of the hydro- 
electric power that would be available from the systems in 
the two states, plus some steam generation. 

Now, if the power was not available on a firm basis, 
we still would be interested in the dump power, for it would 
serve to replace the fuel chat would be required to generate 
tne same power in steam electric plants. 

CHAIRMAN TEALE: So you would be available for either 
the firm or the dump power. Thank you. 

Senator Regan? 

SENATOR REGAIIT: Just one other question. On the last 
page, in your paragraph number 2, you tall:ed about a small 
amount of electric energy being used for ground water pumping 
in the Los Angeles area. 

Then you said: 

‘Agricultural water requirements in Los Angeles 
are decreasing because of urban development of agri- 
cultural land." 

Do you mean Los Angeles City or County? 


MR. BATEMAN: Los Angeles City, I am referring to. 





serve primarily the City of Los Angeles, the area within the 
city limits. 

addition to water we get from our 
Aqueduct from the Owens Valley, we also buy some water through 
the Metropolitan Water District, and we also pump quite a 
quantity of water from wells within the city limits, and some 
of our power is used for that purpose, of course. 

SENATOR REGAN: As far as you can see in the foreseeable 
future, in the City of Los Angeles, agricultural use of water 
will be permanently seplaced by a Limited water use? 

MR. BATEMAII: That is right. 

SENATOR REGAN: I ave no other questions. Thank you. 
CHAIRMAN TEALE: Mr. Henry Glaves. Mr. Glaves is 
President, Northern California Municipal Electric Association. 

Mr. Glaves. 

MR. GLAVES: Mr. Chairman, my name is Henry A. Glaves 

ad I am City Manager of the City of Lodi and President of 
the Northern California Municipal Electric Association. Our 
Association was organized for the twofold purpose of providing 
an agency through which a uniform basis for the purchase of 
electricity from the Pacific Gas and lectric Company could be 
achieved ance through which continued provision for an alternate 
source of dependable power might be assured. These purposes, 
we believe, were in the best interests of our member cities 
and, in turn, would legislate to provide ultimate benefits 
co every electric consumer 

The membezs of our Association include tne c 
Aiameda, Biggs, Gridley, Healdsburg, Lodi, Lompoc, Palo Alto, 
Redding, Roseville, Santa Clara and Ul:iah and represent each 
of the municipally-owned electric distribution systems in 


Northern California. {t should be emphasized that our purpose 


is confined to broad areas of basic policy in the fieid of 














electric distribution and that as an organization we are 
agreed to take no position whiich takes from the Legislative 
bodies of our individual members a complete freedom of action. 

In 1959 oux member cities collectively served a total 
of 90,160 customers with a total of 766,904,204 kilowatt hours 
of electric power. With anticipated growth we will be serving 
120,000 customers with 1,341,000,000 kilowatt hours in 1964 
and by 1969 the total wiil reach 160,000 customers with 
2,034,000,000 kilowatt hours. The combined maximum demand 
for member cities in 1959 was 139,602 kilowatts with aniicipatea 
maximums of 25/,000 in 1964 and 374,000 by 1959. 

It has consistently been the policy of our organization 
that a source of power other than that provided by the private 
utility companies is essential to the maintenance of reasonavle 
races. in the past, we found that our ability to negotiate 
Favorable rates was greatly enhanced when there was powex 
available from the Central Valley Project. Net only does 
our cxperience indicate that the availability of Federal power 
from the Central Valley frroject has had a beneficial effect 
upon the rates we have negotiated, but also we believe that 
indirectly it has greatly benefited other pewer consumers 
in our area. Consequentiy, an economically feasible progran 
Wiich would substantially increase the firm power available 
co preference customers from che Central Valley Project would 
be endorsed by the Northern California Municipal Electric 


Association as beiag in the best interest of its members. 


[eto 


t is our widerstanding that there exists in the Pacific 
lortchwest large quantities of power and energy for which there 
is no market ac present and which could be made available to 
California through a major high voltage interconnection between 
the Pacific Northwest and California. A program for the 


transmission to California of power which is in excess of tne 
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present and future needs of the northwest states would appear 
to offer substantial benefits to both the Pacific Northwest 
and che power consumers of California, whether they be agencies 
of the State and Federal goveraments or customers of public 

and private utilities. 

We believe tine investigation and study being conducted 
at the request of the State of California with the cooperation 
of the states of Oregoiu and Washington musi be given careful 
consideration. If it is determined that the high voltage 
“ntertie is both financially and engineeringly feasible, as 
preliminary veports indicate it is, the Northern California 
Municipal Electric Asseciation will view the project as an 
important step in meeting our stated objective of increasing 
the amount of firm power available to preference customers 
through the Central Valley Project. 

While oux Association is committed to the view that an 


f- 


alternative source of f: nerg} ssential to the 
ision of adequate pubiic service at reasonable cost, the 
choice as to suppiy, we believe, is clearly an individual one, 
to be made in the best judgment of each City Council on the 
basis c£ economic and practical consideratious. As an 
organization, we fecl it essential that the power be available 
in order that a choice be provided. As a matter of fact, ‘he 
ities of Roseville and Redding are now being served with 
al Valiey Project power and are especially interested in 
sowexr which would become available through the proposed 
inteztie with the Pacific Northwest. 
I wish to thani: the Committee for this opportwmity 
appear before it and present our views. 
CHAIRMAI TEALE: Thank you very much, Mr. Glaves. 
Are there any questions by the Committee? 


We aze going to take a five-minute recess for the 















£ 


benefit of the reporter. We will resume at 4:30 sharp. 

(Thereupon, a short recess was taken.) 

CHAIRMAI TEALE: I will call the meeting to order. 

Will the few remaining members of the Committee take 
their seats? 

Gentlemen, we are about an hour and a nalf behind time, 
buc I have had a request already from Mr. Gray to be permitted 
to testify tomorrow. Is there anyone else in che same 
category? 

I am sure somebody is going to get left this afternoon. 

Our next witness is Mr. J. Blaine Guinn, Master, 
California State Grange. Mr. Ovinn. 

MR, QUIN: Ms. Chairman, my remarls will be vezxy, 
very brief. My name, as you have said, is J. Blaine Quim, 
Master of the California State Grange. 

We have listened to a lot of learned testimony today, 
but one question I would Like to ask and leave with the 
Committee is that in all the discussions, no one has given 
the concrete estimate of the cost of transmitting this power 
‘com Bonnevilie Dam to California, on the basis of a 500,000 
kilowatt transmission line, similar to those used in Soviet 
Russia, and my thought would be when they do get that actual 
cost brought down, not in millions of dollars, but in kilowatts 
compared with steam generating power, then you would have a 
better basis to work on. 

That is all if have to say. 

CHATRMAI] TEAL: What is your main interest, Mr. Quinn; 
cheap power, I gacher it would be? 

MR. QUINN: Well, cheap power, yes, absolutely. 

CHAIRMAN TEAL: And dependavle. 

MR. QUINN: That is ali I have to say. 


CHAIRMAN TEAL: Do you have a prepared statemenc? 









MR. QUIN: ifo, I do not. f had one, but in view of 
all the testimony given, it wouldn't have been necessary. 

CHAIRMAIT TEALE: You tore it up? 

MR. QUINN: Tore it up, yes. 

CHAIRMAI] TEALZ: You should never do that. (Laugnter.) 

Are chere any questions of Mr. Cuinn? 

Thank you, Mr. Cuinn. 

ext we have Mr. Robert Durbrow, Executive Secretary, 

Districts Association of California. Mr. Durbrow. 

MR. ROBERT DURDSROW: Chairman Teale and Members of the 
Committee. My name is Robert T. Durbrow and I represent the 
irrigation Districts /ssociation of Califorria. As you people 
ail imow, the 206 member agencies of the Association are the 
distributors of almost three-quarters of all the water which 
is put to use for any purpose in California. 

We have to get that plug in. 

le are pleased to we aole to appear today to express 
the interest of the Association in determining the facts about 
any proposed power intertie between Califorriia ana power systems 
in che Pacific Northwest. Our interest is based upon three 
primary objectives of the Association which are intimately 
associated with the development, distribution and use of 
hydzoelectric power. 

Our first of the chree objectives is tne orderly and 
timely development of the water resources of tne State. 


ric power that would slow che wace of water 


wy 


Importation of elec 
developmeni:, compete with the products of our water projects 
on the Federal, Stace, local or private leve, or create 
temporary supplies of power which must later be replaced by 
California facilities at a greater cost because of the delay, 


would appear to be a disservice to California. 


Oux second objective is closely related to the first. 














Ice is our belicf that the product which is and will continue 





































to be increasingly scarce in California is water, not power, 
and that the development of water will require the income 

£rom power sales in those projects where rower is produced 
which can be marketed outside of the needs of the project. To 
this end, it has been our policy to recommend that power 
developed at Federal, State or local water projects be sold 

at its full market value, to help the project. Some 14 water 
development ;rojects involving our members are now planned, are 
under construction, oi have recently been completed, in which 
the sale of hydro power makes or will make the water project 


° 
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projects produces or pians to produce 


possible. iach ci these ; 
low capacity (peaking) firm power, so that ali are vulnexvable 
co competitive hydro power produced in the Northwest where 

the major water sunoff season is often quite similar to that 
of California. Since California -- Worthern California 
particularly -- can only abscrv a Limited amount of Leaking 
power, the power from the liorthwest would not necessarily even 
have to be priced lower than that of one of our proposed water 


development projects to cause the project to ve postponed 


~~? 


imdefinitely. 


Qux third ovijective reflects the interests of another 


croup of our members -~ those districts in which water must be 


pumped by electricity to levels at wiich it will flow to the 


fields requiring irrigation. This objective, that electric 
powes for pumping be suppiied to districts needing it at the 


lowest cost obtainable, is a policy of long stancing in our 
Association and affects many of our members. It is a valid 
reason for us to inquire objectively into the facts about any 
proposed new source of power for California. This ovijective 


is not necessarily inconsistent with the other objectives we 


have stated, since oux membership as a whole has consistently 
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supported sound water development and a sound pclicy for 
saie of hydro powcr from Federal and State projects. Our 
power consuming districts, along with others, would object 
to tne iinportation of quantities of power from the Northwest 
which would be sold at about che pri as that of oux 
own water and power projects, if the effece of such imporc- 
ations was cto delay ox prevent the development of new projects 
aiifornia. On the othar hand, if it can be shown tnat 
suvplied wichout seriou 
yacezx development, we would 
facts to document such a possibility. 
With this orief background, we want to emphasize tnat 
many questions about che proposed power 
co which we do noi imow the answers, aud which we respectfully 
nope tunis Senate Fact Finding Committee will help investigate 
before making a recommendation on tne intertuc problem. The 
following questions are some which, if not already answered 
by earlier testimony, we belleve should be auswered by those 
studying the powexs incertie ;roposal, and some of these 
questions have been recognized here today, ou know. 
1. é 1 sumed that tne Calitornia market for power 
definite Limitations. How much iorthwes: energy can be 
absorbed in the California market dursng sumacr months when 
the highest irrigation releases are made and the highest 
of incidental hydro power gererated? 
If the State is to buy llortawest surplus power 
pumping, what power sources woulu tue State use to pump 
water in those months whei no Norchwest surplus power is 
available? 
5. We know that several districts and the PG&i have 


been considering the times at which additional hydro projects 


could be constructed that would be firmed by PG&E to bring the 
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greatest value to the projects. Wouldn't it be judicious 
to look at our own development program before bringing into 
the State substantial quartities of outside power? 

4. Some of the districts have expressed fear that 
Northwest dump power would bring a big push for Federal steam 
plants to firm it, with the resulting combination decreasing 
the value of proposed hydro and water projects. That the 
push for Federal steam plants has developed would appear to 
be confirmed by testimony of H. Zinder and Associates. if 
power sales in California will support construction of a steam 
plant in Washington and 500,000-volt transmission facilities 
from tne Northwest to Biukersfield, does it not seem probable 
that a steam plant within a few miles of the anticipated power 
load area in California would be a better investment? 

5. Testimony indicates that the power ioad in the 
Northwest is growing and that by 10 or 20 years from now 
there wiil be no power available to send over the $200 million 
dollar power intertie to California. Won't we have to make up 
for the loss of that power, when it is all used in the Northwest, 
with facilities to generate she same amount of power here in 
California which, because of the delay, will cost us sub- 
Stantially more than if they were built in an orderly fashion 
in the near future’ 

6. Won't the building of power facilities to replace 
the intertie, plus the ouilding of facilities to meet our 
expected growth, tax our financial and constxuction potential 
unnecessarily? 

7. 4H. Zinder aad Associates testimony includes the 
statement, ‘The interconnection would improve the feasibility 
of proposed California water projects by providing the meazis 
for coordination and by enlarging their marketing areas through 


availability of transmission facilities." We are sincezely 
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interested in how this would work. What minimum size would 





be required for a locai project to ve able to tie into the 
intertie line, and where could it tie in? if applied to 
district projects, how might such a tie-in be accomplished? 


Who would finance the district projects for tie-in to the 


&. in testimony before tiie U. S. Senate Subcommittee on 
Irrigation and Reclamation in Washington, D.C., on June 15, 
the States of Oregon and Washington would not approve of any 
power intertie with the Northwest until the marketing area 
for Bonneville powex has been so definea that the power 
preference rights, under which zublic agencies have priorities 
to Bonneville Power Administration power, would not be extended 
south of the Oregon border. This would appear to emphasize 
the cemporary and surplus nature of power to be supplied over 
any intertie. Should the State or its agencies contract to 
repay the expensive investment in such an intertie, or should 
this kind of investment be made by the power companies which 
will be required to firm up the surplus power wich steam 
generated or other firming power, which will be required to 
firm up the surpius power with steam generated or other 
firming power. 


’ 


liow, Mr. Chairman. those are the questions which had 
occurred to us, aid there are others which you have been 
discussing here today. 

In conclusion, I wouid like to indicate that we have 
two groups of districts here today, those wno are interested 
“mn power development projects and who are therefore concerned 
about the influence of importing these quantities of power, 
at approximately the same time and value as their water 
projects produced; and the other group are interested in low 


pumping costs. 




















These districts that are interested in low cost fox 
pumping are not neccssar“iiy indicating their approval of the 
major intertie, but indicci.ing they are here today to try to 
fina out if this is a logical means for a lower cost power for 
pumping for irrigation purposes. 

he districts, just quickly, those that are interested 
in power development, are: Richvale Irrigation District; 
Oroville-Wyandotte Irrigation District; Yuba County Irrigation 


District; Browns Vailey; Mevada Irrigation District; Placer 


t 
aly 


County irrigation District; Calaveras; Tuolumne No. 2; Merced 


Ivvigation District; Oakdale; South San Joaquin; and the 
il Dorado Irrigation District. 

I think there are representatives from most of those 
districts here. We might just ask them to stand, if you like, 
Me. Chairman. 

Those people who represent those districts, I think, 
make up a good portion of your audience here today. 

Tnaak you, gentlemen. 

Those who are interested in iower punping costs are 
also represented here today in some numbers, aiid we have: Banta 
Carbona; Patterson Water District; Tri-County Water District; 
Glenn-Colusa Irrigation District; and the Metropolitan Water 
District. 

All tnese are represented in the interests of low cost 
power for pumping. Wouid those representatives please sitand? 

Thank you, gentlemen. 

CHAIRMAN TZALE: Is the Metropolitan Water District one 
of your members? 

MR. JURDROW: Yes, one of our littler ones. They don't 
pay as much as Imperial Irrigation District, however. 

SENATOR COBZEY: I wonder whether Mr. Durbrow could insert 


record later a list of those districts and their projects, 
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and the amount of power that they either are selling or intend 
to sell. 

MR. DURBDROW: We would be glad to. 

CHAIRMAN TALE: Also the amount used by the pumping 
districts. 

MR. DURBRCW: All right; we will be giad to. 

CHAIRMAN TEALE: Have we any questions now? 

Thank you very much, Mr. BDurbrow. 

Next, we have Mr. b. W. Goodenough, Consulting ingineerx, 
representing Tuolumne County Water District No. 2. 

ix. Goouenough. 

Mi. 3. W. GOOveiOUGH: IL am 5. W. Goodenough, Senior 
licaaber of the firm of Goodenough, Sudman and Overholsery, Inc., 
Consulting Engineers, specializing in the field of Water Supply 
Development in the State of California. ily experience record 
includes tiearly six years o£ activity as Froject “tngineer for 
tne Tri-bam Project on che Stanislaus River. As is well-known, 
chis project was »rought to a successful conclusion, without 
receiving any assistance from either the State of California 
or the Federai Government, as a joint development of the 
Oal:dale and South San Jcaquin Irrigation Districts. 

The financing of che Project, namely $52,000,000, was 
ootained from the saie of Revenue Bonds which were supporied 
and guaranteed by a firm contract with the Pacific Gas and 
electric Company, providing fixed annual payment for the 
hydroelectric energy developed on the Project, over a fifty- 
year period. 

At the present cine, another major water developmerit 
project, namely tne Oroville-iyaidotte Project on the South 
Fork ox the feather River, is wow in the construc“ion stage 
through sale of hydroelectric power to the same company. 
plans for Virginia Ranch Dam are in progress for 


Similarly 
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the Browus Valley irrigation District. Their basis of 
financing is paraliel to that utilized on the Tri-Dam Project. 
In the past, this same financing pattern was success- 
fully and satisfactorily used in the financing and construction 
o£ Melones Dam for the Oakdale and South Sar Joaquin Irrigation 


° 


Distric 


o 


cts, Exchequer Dam for the Merced Irrigation District, 
and the works of the Nevada Irrigation Districc. 

In all of these cases, the Irrigation Districts have 
been able to finance the construction of important improvemenis 
to their supply of irrigation water from the sale of the hydro- 


electric power. It has been accomplished without assistance 


ther the State of the Federal Governments, and, piobably 


- 
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From ei 
most important, witnout placing heavy burdens of debt upon the 
irrigation water user or iand owner. These accomplishments 
have been made possible wy the fact that the Pacific Gas aiid 
gLectric Company has been able and willing to fit the hydro- 
electric power so crouuced ii:to the load curve resulting from 


its marketing of power witiin California and to negotiate well- 
secured contracts over the period of years required for repay- 
meni: of the construction costs, which provided a sound suppor 
for the Revenue Borda financing. 

During the past year, the firm of Goodenough, Sudman 
and Overholser, Inc. was retained py Tuolumne Councy Water 
District Ilo. 2 to study and recommend a feasivle water develop-~ 
ment project that would improve the available supply of 
domestic and irrigation water for use within their District. 

Ly formal action, the Ruoluwmne County Water District No. 2 has 
authorized me to make this statemene. 

Through the courtesty of H. Zinder and Associates, We 


have been furnished a copy of a Statement, made by Mr. Sol i. 


Schulizz to the United States Senate Subcommittee on Irrigation 


and Reclamation. 
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This statement ;resents the results cf their study of 
a iigh-capacity interconiection between the power systems of 
the Pacific Northwest and those of California. We have given 
tunis statement some study and have taken »articular note of 
a. Zinder and Associates finding that: 

“Using the surplus Northwest peaking capacity, 

one million kilowatts of firm power can be sold 

to California utilities to be used continuously 

over the peak hours, 6:00 A.M. to 10:00 P.M. 

Monday through Friday of each week excent holi- 

days. This peaking capacity would be supported 

by steam energy developed in Califoriiia ard in 

the Pacific Northwest.” 

When this finding is converted to the usual form for 
comyarison, we find that H. Zinder ai:d Associates have described 
a source of peaking power that would be available 14 hours per 
day 5 days per week for a totai of 3,040 hours per year 


(neglecting possible holidays) or one having a Capacity Factor 


This happens to be exactly the Capacity Factor of 
the power developed by the Tri-vam Project and being developed 
on the Groville-Wyandotte Project now under construction. Thus, 
this represents the type of power which now fits into the peak 


ion of the Northern and Central California power load. 


‘7 


or 
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Reveneues from the sale of sucn power will be the 
principal source of funds for construction of the project we 
are now considericg for Tuolumne County Water District No. 2. 

Therefore, we are seriously concernec over the 


preliminary proposal to supply this type of power from the 


rd 


acific Northwest. By sucn a wlan becoming reality, any 
project, requiring a market for powex to support their 


irrigation benefits, would be completely deprived of that 
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market for an important period of years, until growth in 
California has absorbed «he one million kilowatts it is 
proposed to bring to California. 

We believe your Committee should study this feature 
closely and seriously before making a recommendation. The 
benefits of the so-called “Cooperative Development" of water 
supply projects in California are obvious. If such a 
development is stopped, demands for State and Federai sponsor- 
ship of the irrigation needs of local projects will develop 
at a time when such Agencies should be concerned oniy with the 
larger matters of water development on a State level, rather 
than a local level. 

We wish to tnank chis Committee for the opportunity 
to present our thoughts on this important factor in the 
development and full utilization of the water supply of the 
State of california. 

CHAIRMAI] TEAL“: A question arises: We talked consid- 
erably about the price here today. That is, what the intertie 
power would cost the PGaui. What price are we talking about 
now in this case for Tuolume's project price of power? 

Mit. GOODENMCUGH: In general, tne price level which we 
believe should Le used to estimate is the alternate cost of 


fuel-generated clectricity at and near tae load basis in 


Ci 


California, and that is the comparison we are using in this 
particular case. 

CHAIRMAN TEAL“: ‘What is it, in tnis particular case; 
how much is it? 

MR. GOOvENOUGH: Well, it would rum, the dependabie 
Capacity, about $20.02 a kilowatt hour, and energy at two 
and seven-tenths mills. 

CHAIRMAN TALE: 2./7 


MR. GOODENOUGH: 



















CHAIRMALM TEAL“: One other question. On page 2 of 







your presentation here, you talk about an important period 





of years. 









What are you talking about there, five, ten, fifteen, 





twenzy, or what? 





MR. GOODEIOUGH: I would think probably from the 


figures I have heard today, and the discussion, it would 





























probably be something in the order of five, and possibly ten. 





I can't say that I am an expert in saying how long it 








would be, but it would delay, I think seriously, developmeiits 
sucn as we are contemplating. 

CHATRMAN TEALE: You feel it would take that long for 
the California market to apvsorb a miilion kilowatts? 

MR. GOODENOUGH: Yes, sir. 

CHAIRMAN TEAL: Are there any furtner questions? 

Thani: you very much, Mr. Goodenough. 

Mr. Gray has incicated ie would like to testify 
fLomocrow morning. 

Next, we have Mr. u. H. Spoor, Mountain Counties Water 
wesources Association. Mz. Spoox. 


MR. 2. H. SPOOR: Mr. Chaixman, and your three faithful 


taste Relat weal 


survivors. (Laugnter.) 

CHAIRMAN TEAL: We are very lucky. I almost quit 
myself a little while ago. (Laughter.) 

MR. SPOOR: My name is 2. H. Spoor. My position is 
axecutive Director of che Mountain Counties Water Resources 
Association. This is composed of the 10 counties in the 
Sierra, from Mono to Sierra snclusive. 

1. Water daevelopment in California as contemplated 
ia the California Water Plan can be wrecked by the importation 


a 


ot electric energy at “his time, whether i= be ac the iusti- 





gation of the Federal Goveriment, the Sate, or any other entity. 

















2. Proposition ii on che November bailot, Imown as the 





Feather Liver Project, authorizes construction primarily for 





exportation. Except for five exceedingly small dams on the 





upper Feather no water development is authoirized in these 










Mowitain areas cf origina; similariy, Bureau of Reclamation 





projects are for exportation and not local development. 









3. Root hog or die was the situation in these Mountain 












Counties. Realizing tnis, they rolled up their sieeves ana 









went to work to deveiop their own water resources. You are 

























well aware, Mr. Cnairman, thas in your own home couniy che 


Calaveras County Water District has spent some one-half 
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miilion dollars for engineering, feasibility studies, and 
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planning. Placer County and ilevada County, tne latter rhgouth 
the medium of the Nevada irrigation wvistrict have spent chousands 
Similariy. Sierra, Tuoclwane, Amador, Mariposa and #1 Dorado 
Councies nave appropriated money and are contemplating future 
water developments - all of these axe premised on power revenues. 

4. Please recail that one cent in the tax rate of 
Sierra County raised slightly over 3600 while the same cent in 
Los Angeles County raised a million r£ifty thousand dollars. 
Property assessments in the Mountain Counties cannot practically 
finance water develcpment. It requires power revenues. 

4. Southern Califoruia agencics such as che Los Angeles 
bureau o£ Water and rower and che Metyvopolitan Water District 
can, with broad and rich tax bases, raise funds practically 
via taxes. The MET, to its everlasting creait:, has in the 
past and has indicated its willingness in the future, to 


9 ° 


xelease itself from the centacles of pureaucratic Cictation 
involved in Proposicion j'1 and go to Nortnwestexi California 
at its own cost om the sound premise that he wano benerits 
should pay. 


c 


G6. The Department of Water Resources estimates that 
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the Feather River Project, promulgated in Proposition #1, 
amouiits only to about 1//th of ultimate water development in 
California. Local power revenues must supply financing for 
much of the remainder. 

7. It is amazing to stead in the Schultz statemeit 
of June 15, 1960 that: “large quantities of power -~- could 
be made available to California for the next 10 to 20 years ---. 
Provision would be made for recapture of such power when it 
can be absorbed ty the vacific Northwest market." 

u. Tnus, just when power demands are peaking for 
boosting water over the Tehachapis, the power is to be 
recalled. This fails so make Logic. 

J. Importation of electric energy from Bonneville wouid 
supply California with power which otherwise would be supplied 
from local projects, thus depriving California of water anda 
power resource development in the Mountain Counties of origin 
waich are dependent upon sucn power revenues. This would 

deprive the State of the increase in its economy as a 
result of this vasi: additional empioyment ana construction. 

10. We respectfuliy urge that your Honorabie Committee 
cppose this Bonneville Intertie as iong as Caiifornia can and 
wiil meet the demands for electric energy. 

Mx. Chairman, may I make a couple of observations, as a 

of having sat through this entixe sessi.on today? 

the very pertinent questions of your Committeemen, seem 
to me, togecher with the statement of Mr. Gerdes of the FG&i, 
have proved rather conciusively that tnais is not tne propitious 
time for this intertie. 

in the last few weeks, I have taike d Witte the chairman 
o£ tne Board of the Southern Califoraia lidison Company, and as 
recently as yesterday, I talked with a xeprecentacive from the 


PG&E. There is a little confusion, I think, in tne use of the 
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word “shortage: and the use of the words “increased demand.§ 
There is no shoricage now, and Mr. Schultz admitted 
& 5 


7 


that this morning, cithey in ilorthern or Southern California. 
There is no shortage in the imminent future and there is no 
Shortage in the distant future of power in California. 

You now have interiies between tre Southern California 


a 


“dison Company, the PGaL, and the other power companies. Not 


only that, but you have assuraiuce of all the power that you 


will need in any time dus:ing che future when this population 


Oo 
ra 
c 
eR 
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LS supposed <o increase to around forty or forty-five 


I think we have the cart before the horse in this 
discussion of coai versus oil. This coal pile up here in 


miles from California, seems 


ra 


Cle iilum, a good many hundcreds o 
to me to be a mysterious situation. 


I don't know how much coal they have up there, and I 


- 


can't for the life of me see why you would wait a standby 


development for steam up in Cie Zlum, Washington, when you are 


9) 


talking about consumption aown in Southern California, or even 


it seems to me that is about as logical as having a 
Standpy of a horse and buggy in your barn these days. 

low, Reno and Carson City at the moment, true enough, 
could staid a very large supply of kerosene Lamps aad candles, 
because they are without Juice. 

Anotuer thing we are now doing what was ridiculed in che 
fuany papers ten years ago. We are actually physically 
contacting the moon. Your scuaentists and your power people 
feel that atomic energy is imminent, probably in the next ten 
years. By the time Bonnevilie would be withdrawing its power, 
you will have atomic euergy, which is cheaper than any other 


fuel that we have available. 



































Incidentally, the supply and the price of coal -- the 


suppiies have been diminishing in this country and the price 


4 ° 


of coal has been going up, whereas the price for oil, which is 
the fuel used for your steam standbys in California, has been 
not only going down, but oil is a drug on the world market 

If any of you are unfortunate to own some oil stocis, 
as I happen to, you will know that is no joke. Mine happened 
to have dropped ii two. 
| Now, there is :leniy of oil availabie for all the 


standby steam plants any and ali electric power companies need 


spall 


in California. 


ale cts anion al hn 


Now, just one finai thing. We have stated -- it has 


been stated today tnat tne Bonneville intertie would help 


oi vaablebeancal 
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California water development. Lt is my humble opinion that 


4 


that would help California water development just as much as 
the importation of foreign automobiles would help the profits 
of Anerican manufacturers. 


Thank you very much for listening, Mr. Chairman and 


gentlemen. 
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CHAIRMAN TALE; Thant you, Mr. Spoor. Are there any 


taal 


questions from the Committee’ 


casa be 


MR. P. J. MIUASIAN: FL have a priet statement I would 
like to maxe, if I may. 


CHAIRMAN THALE: Mr. Minasian. 


i lla es 


| MR. MINASIAN: I appear nere as the attorney for the 


Oakdaie Irrigation District, the Oroville-ilyandotte Irrigation 


Pe aki Nitin i ial Shon 


District, the Nevada Irrigation District, and the Richvale 


Ircigation District. 









I am sure the Committee will agree that water resources 






development is of prime importance to the continued prosperity 





of this state and tnat the irrigation districts and other local 





water agencies must shoulder a iarge part of tnat development 

















if it is to be done on an economic and sound basis. 
However, we must face the fact that low cost water 
development has alxeady becn accomplished and any present 


large-scale district financed development is dependent upon 


sale of power that can be produced at the ent full market 


ct 
re 


value of that power. 

Two of the districts I represent (the Oakdale Lrrigation 
District and the Orovillis-Wyandotie Irrigation District) serve 
as cases in point, showing what cana be accomplished. 

The Oakdale irrigation District, wntil recently, naa 
a very inadequate water supply which was rationed each year 
and only partialiy tool: care of a part of the growing season. 
The resuit was severe financial loss to the farmers in the 
district 

That situation is now much improved, as the district 
jointly with the South San Joaquin Irrigation District con- 
structed the Tri-Dam Project on the Stanislaus River with 
reservoirs storing 225,000 acre feet of water annually. 

Financing was possible because the water also produced 
61,500 kilowatts of power sold at the maximum wrice the market 
would bring. This, over a fifty-year financing period, will 
retire the $52 million in power revenue bonds issued to finance 
the project. 

Irrigation water is produced, but power pays the bill. 

Tne same is true of the South Fork Project now under 
construction by the Oroville-Wyandotte Irrigation District. 
That project will produce 150,000 acre feet of stored water 
armualiy for irrigation and comestic purposes. 

But, again, $7,500 kilowatts of power produced pa 
the $62 million construction cost. 

The project not only benefits the district and Butte 


County, buc does also provide water for the Yuba County Water 








vy. 
The other two districts have similar projects in the 


- ° 


acvanced planning stage. ‘The prozect of the Nevaaa irrigation 
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Discirict will cost $45 million and thai of the Richvaie 
irrigation District, $120 milliou. They are both feasible, 
and together will produce 450,000 acre feet of much needed 
new water storage. 

The welfare of the state vequires that they be buili, 
cl 


tut tnis can only be accomplished if the present market for 


power remains. ‘rhe 
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posal will destroy ox seriously 
impaix that market, 

The characteristics of the power produced by the two 
sources are the same and the intertie proposal would flood the 
market for many years. Lt would mean that local development 
of multi-purpose water projects would virtually come to an end. 


, °o 


é. qaestion that must be answerea is whetner a permaneni- 
sound development of the water auc power resources of this 
State 28 aot more impoviané than a temporary supply of power 
crom cuc north. 


feel the Comittee would be working a disservice to 


o 


We 
the weifare of the state if, by recommending the ixtertie, it 
in effect, decidec that water development in 


agencies must be postponed, and vy postponement in many cases, 


fe 
Ye 
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> means tnac the ;rojects will never be bu 
CHATPMAN TZALZ: I would like to clarify sometning. The 

Commictzee isa’t recommending anything. We are simply here 

for information, to fina out what the consultants have 


determined to date. 
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So, .£ we get ready to recommend something, we will 


$2 


you know in the future. 


ilext we have Mr. Paul &. Lewis, Secretary-Manager of 





Calaveras County Water District, Sar Andreas, California. 

















MR. PAUL &. LiwiS: Mr. Chairman, gentlemen. I have 









a prepared statement here, but for the sake of brevity, we 
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will only read into the record a very small portion of ii. 















Calaveras County Wate: District has just completed a 









study to furnish irrigation and domestic water for the present 





and future needs of the councy. 


This study has been under way since the district was 
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nd this cost, to date, is ia 





first organized, in 1945, 


excess of some one-half million dollars and many houxs of 





dedicated effort. 


























The potential agriculture of Calaveras County has bcen 
detexmined and irrigation methods have been found to be 
economically feasible on some 93,000 acres of its lands. 


Our recreational potential, with adequate water 


~ 
~ 


available, will be greatly enhanced to the benefit of all 
persons wno enjoy the outdoor life in California ard come to 
Calaveras for rest and relaxation. 


Our project has been found to we engineeriugly feasible 


a wh aN at a lls AE ie it a 


and a markec is available at this time for the saie of all 
lhyaroelectric power to be produced. 

This powex would ve sold for peaking ;urposes and tho 
revenues thus produced, together with cine sale of water for 
irrigation aud domestic purposes, would pay for che project. 

Witnout the sale of such power, there is no project 
for Calaveras County and without it, there will be little ox 
no water development in this area of California. 

i thank you for the opportunity of maxing chis 
aresentation, and trust “hai: the Commictee will taice due 


le 


: 


consideration of the proposal as submicted vy the Bonney 





intertie 
We concur with the previous statements of che Irrigacions 


Dist 





ricts Association. 
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HAIRMAI) THALE: Thank you very much, Paul. Could you 
submit your entire statement to the xseporter, so it can be 
incorporated in our Committee records? 

(The foilowing is the prepared written statement 
submitted by Mr. Pauli &. Lewis to tiie Committee.) 
STATEMENT OF MR. PAUL E. LEWIS, SECRETARY-MANAGER 
OF CALAVERAS COUNTY WATER DISTRICT, SAN AIIDRZAS, CALIFORNIA 
BEFORE THE SENAT FACT-FINDING CCMMITTE, 
AUGUST 25-24, 1960 
Miz. Chairman and Members of the Committee: 
We nave reviewed with interest the statement of Mr. Sol 
E. Schultz, before the Subcommittee on Irrigation and Reclama- 
tion of the Committce on Interim and Insular Affairs United 
States Senate, on June 15, 1960 at Washington, D.C., concerning 
a proposed major power intertie between che power systems in 
the Pacific Northwest and California. ‘iiie it is emphasized 
that this is a preliminary report, the conclusions reached 
and assumptions made are of grave concern to all of California, 
should they be adopted and placed in operation. 
This statement presented by Mr. Schultz first admits a 
surplus of power and lack of a market in the Pacific Northwest. 
It is further pointed out that large quantities of power could 
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bs made availaule to California oniy by tne construction of 
appropriate cransmissio.u Lines into the area. The indication 
is that this is a temporary measure only, and to last from ten 
to twenty years. Later in this same statement a reference is 
made to additional benefits that might be obtained by including 
a 


Canadiana construction of Columvia River hydroelectric generatine 


faciiities. This too would be subject to recapture by Canada 
upon reasonable notice to the California users. 

The advantage of this program to Canada and “he Pacific 
Northwest was statcda as serving two purposes, of 


1. Increasing wholesale power revenues in the Pacific 
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Worthwest, and 


2. Delaying construction of high cost thermal capacity 


It was further pointed out that by using the surplus 

Northwest peaking capacity, one million kilowatts of firm 

* = 1 t A ae ee uae scm At 2aued an 4 
power can be sold to Caiifornia urilities to be used 
continuously over the peal: hours, 0 a.m. to i0 p.m., Monday 
through Friday of each week except holidays. This peaking 
cavacity would be supported by steam energy developed in 
Califoruia anu in the Pacific Northwest. 


* 


We have no Joubt that this program would increase the 


power cevenues in the Pacific Northwest. We are aiso o£ the 


opinion that such a program would not only delay California's 
hydzoelectric development, but would destroy an possibility 


o£ future water developmen: by any district in California 
who is dependent on power income assistance to pay for tue 
project. 

Calaveras County is one of these areas where the sale 
of peaking power makes tne project feasible and waich would 
permit the county to secure an adequate water supply for the 
reseni: and future residents of this area. 

At the present cine we cannot compete with nationally 
subsidized power produced from water supplies byond our 
comprehension. Ten or twenty years from now, with added 
construction costs and a further diminished water supply, 
county would find it impossivle to start a water project of 


any kind or description. 
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Calaveras County Wate: District was organize 
for the express purpose of planning and providing an adequate 
water supply system for the use of all the people who ciioose 
to live within the boundaries of this county. 


This vistrict has jus<= completed a study to furnish 






















irrigation and domestic water for the present and future 








needs of 





the county. This study has been under way since the 
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District was organized, at a total expenditure to date, of 














some 1/2 million dollars and many hours of dedicated effort. 





The potential agricuiture of Calaveras County has been 






detceimined and irrigation methods have been found to be 


economically feasibie on some 93,000 acres of its lands. Ovr 
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recreational potential, with adequate water available, will be 
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greatly enhanced to the benefit of all persons who enjoy the 
























outdoor life in California and come co Calaveras for rest 
ana relaxatior 


Our project nas been found to be engineeringly feasible 


ra 


and a mariet is available at this time for the sale of all 


hydroelectric power co be produced. This power would be sold 
for peaking purposes and the revenues thus produced, together 
with the sale of water for irrigation and domestic purposes, 
would pay for the project. Without the sale of such power, 


chere is no project for Calaveras County and without it there 


will be little or no water development in this area of 
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The »vroposed Bonnevilie Intertie would be in direct 
competition with our project. They would sell to the same 
utlities we corsider as our future customers and at prices 
we coulc not meet. 

This is a Life and death matter to our area anda other 


ax situations. If we are deprived now, of 
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the opportunity to proceed witn our project to produce 


fe 


| saleable power by this proposed intertie with che Bonneville 
Power Administzation, we lose ali prospects of retaining 

) sufficient water for our future growth and prosperity. 

) The Pacific Nerthwest has no water problem. This sale 


of power is a vrofit making motive entirely on their part. At 
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most of California is trying to secure water 





present time, 
for its future needs anu most power development in California 
is incidental to paying for these needs. 

it is most apparent that this oroposed power intertie 
could cause irreparable damage to California's future water 
supply. Consequently, California's water supply should first 
be assured by incidental power development, if necessary, fox 
every water project capable of being constructed under present 
financial couditions. This should be done before any commii- 
ments are made with any agency outside of California, which 
could in any way jeopazdize this State's future development. 
CHATRMAN TEAL: Mr. McSwain? 


MR. KREMMVETE McSWAIN: i aiso nave a very short statement. 


i am Kenneth R. McSwain, Chief ingineer and Manager of the 
bierced Irrigation District. Our District was organized in 1919 


arid serves an arca of about 164,000 acves. 


nd ourselves 


{4 


With our existing storage facilities we f: 
short of irrigation water in about 2 owt of 10 years ana 
incide:tally, we ran ouc of water comyoletely last Friday, and 
abou the same time last year. Consequently, we are planning 
amiltiple purpose project on the Merced River chat will fulfill 
our needs and provide for flood controi on.the lower Merced 
and San Joaquin Rivers. Yower and energy generation from the 
project will, if sold at rates now generaliy prevailing in 
Nortnern Caiiforuia, support ali costs except those covered 


+ 


by a Federal flood control contribution. 


he County cf Mariposa will also benerit from the project 
under an agreement between the District aad the County, which 
was executed eariy this year. The Commty will gain certain 
amounts of water and funds for the development of them when 
oux Merced project is comp 


e blocks of power and 
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We cannot help bui 

















enersy vrought into California from the Northwest will 
Saturate the maxiiec ror the amowmts we must sell in order to 


finance our local development. The delay of project con- 


struction until Pacific Worthwest power might ve withdrawn 


would ;robably make our pisoject financially unfeasible ina 


‘ 
2 i ase & en feo 
view of rising costs. 


We hope that: your Committee will take these facts into 


££ 


considcration, bearing in mind thac, if Califo 


< 
ie 


rnoia’s water 


resources are to be developed in accoruance with its growth 


requirements, local, public owned districts must play an 
important part during the nexc few decades. 


there is one more point, Mr. Chairman, chat was brought 
up this morning and discussed somewhat at length. it was the 
matter of how an imtertie could enlarge the market tinat we 
i Nortnern Calitoruia might have. 
TJ-n 2 Sa a - “Ans ; . a rt {2 ° c— ner 7 - 
Frankly, it is very hard for me to see how, when you 
absorb tne Line Losses to get across the Tehachapis, it can 
compete with somewhat lowes fuel costs and undoubtedly some 
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charges to the use of tne intertie -- how we woulc nave any 
type of better market: by the use cf chis intertic. 

One thing, too, tnact I have noticed tnis morning, wider 
the very able questioning of members of your Committee, Mr. 
Chaizman: There seems to ve conside:able douvt as to whether 
or not this power is firm or is not firm, and I feel myseler 
that that alone, that type c£ uncertainty in decision as to 


what we are thinking about, is now and can, i 


he 
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be quite a deterrent to the development of tne water and power 
projects that we so vadly need here in Caiifornia. 

Tnank you, Mr. Cnuairman. 

CHAIRMAI TEALE: Thank you very much, Mr. McSwain. 
the Committee? 


Are there any questions by the memoers of 


liow, we have two moze men on our list, Mr. Anderson 











and Mr. Gray. 


LI think we are going to take the 


clean sweep of it. Mx. Gray. 


MR. E. L. GRAY: Mr. Chairman, 


statement which issnort. Tt has been covered, 


part, and in part, I think not. 
tiy name is i. L. Gray. 
for tne Yuba County Water Agency. We 


c 


a 
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report of Zinder and Associates has ii0% 


However, your Committee nearing 


and at this time we must report to you 


that based upon 


i ime 


have 


yee 


held at 


and male a 


a prepared 
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of course, 


L am attorney and secrotary 
m.aexstand that the 


been presented 


Le 





wit 
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ds kee 


cime, 
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ue 


facts we aow have, we are afraid of tiie proposed interiie 


th the Pacific Norzhwest -- and for 


a 
~ 
{="s 
ct 


in Yuba ana Sutter Counties we 


persons lost thei: lives in the fiood 


that reason we oppose 


worry about floods. 


van into the millions. And we continue 


our economy. By reason of the fLoods 


> 


years, important industries will not locate 


’ 


until this danger has veen eliminated. 
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To save Lives and property in o 
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Be ni ne «ane it 2 aid a 
LOL OU CCOMmomic GYCWen, 


a. 


estavlisned. Its main project is a hi 
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77% 


Uh 


cae Yuba Councy 
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sh 
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40 


'55. Property damage 


to surrer 


tnac and previous 


2m Our 


nage co 


community 


Water Agency has been 


aqam on tue Yuba River 


Bar. This would provide a great measure of flood 


control, ac a mucn carlier date than could ve expected from a 


federal project. It would conserve water runoff, 


water tor irrigation and domestic use anc woula 


regulated flow of water into the delat 


year. 
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This proje 
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Sale o£ hydroelectric power. Fower is not primarily che 


provide 
result ina 
curing the rest of the 
" sa . CO aa an vel 
can o2 paisa ror xLcrom cne 
tins lives 


ovjective. it is only a means to the end of protec 
































and proverty, and conserving water for domestic, industrial 
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Now, upon the basis of the statement of Mr. Sol ik. 
Schultz made ou July 15th, it would appear that the only 
objective of the proposed inter-state transmission line from 

ouneville to California is to provide a market for the sale 


rv 


cf Bonneville power, which at this time is surplus. ne 
statement lists, among others, the following so-called benefits: 

“(a) An iacrease of 180,000 kilowatts in the supply 
of low-cost prime power in the Pacific iJorthwest. 

“(bL) Revival of the coal mining industry in Wasnington. 

“(c) Substantially reduce (if not eliminate) BPA‘s 
revenue deficiencies, thereby alleviatiug the need for any 
rate increase. 

“(d) Provide an incentive co construct new storage 
reservoirs in Canada which would increase the amount of firm 
power available to the iforthwest and California until it could 
be absoxbed by the Canadian market. This would provide reve-ue 
for Canada, add to the vacific Northwest's firm power supply 
and delay the construction of stecam-elecit:ric capacity in 
California." 

ft is difficult for us to see tae benefit to California 
acy of the foregoing. Also the proposed project might 


encourage in California dependence upon a power supply of a 






tomporary nature. This was made ciear in the followinc state- 






ment vpefore the subcommittee 





“Provisiou would be made fox recapture of such 
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power when it can be absorbed by the Pacific Nortnwest market. 


This would serve tne doubie advanicage of increasing wholesale 






power revenues in the Pacific Northwest and celaying the 
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construction of high-cost thermal capacity in California. 








Canada could proceed at an early date with the construction 
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“of Columbia Rivex hydroelectric storage and general 


facilities on the basis that the power and energy from such 
construction, temporarily suxplus to its needs, could be 

sold to California subject to withdrawal upon reasonable 
notice." 

It seems clear from the statement that delay in tne 
deveicpmeat of California's own hydroelectric resources is 
considered desirable. We believe that many Californians 
would disagree with this conclusion. We believe there coulda 
be no disagreement however, as to the immediate effect of 
Gumping large blocks of termpovarily surplus power in 
California. It would retard, if not stop altogether, the 
progress of various districts throughout the State which 
have made and are maling serious efforts co help themselves 
in the matter of water suppiies and fiood control. If the 
power output of these districts ard agencies cannot be marketed 
cheizr projects must be rut in moth balis until tne surplus 
power is taken away to fiil the needs cf the Fracific Northwest. 
in areas like Sutter and Yuba Cormties this would meaa living 
just that much longer under the threat of the next flood. 

t thank you for the opportunity to appear before this 
Committee. 

Thank you very much for your courtesy in permitting 
me to come baci: here. 

SENATOR JOHNSON: You have a mistake on page 2. That 
160,000, I think, should be higher -- oh, I see. That is a 
quote. 

CHAIRMAN SEAL: I am not going to ask your opinion 
on the main report: today. 

iiext, we have Mr. Anderson, Chairman, Placer County 
Water Agency. 


Mr. Anderson. 



















MR. L. L. ANDERSON: I want to thank you, Mi. Chairman, 








for the privilege of appearing here and for your long patience. 






We have attached here a map of our county and of our 






. projects. We thougnt maybe you would be interested in seeing 









tnat, which will give you a lot of data. 










Mz. Chairman and members of the Committee. My name is 





L. L. Anderson. Iam Chairman of the Board of Directors o£ 



























the Placer County Water Agency. 


The Placer County Water Agency is not as yet completely 





informed concerning the facts involved in a Bonneville Intertie 
and the effect of such an intertie on power development in 
California, particularly Northern California. 


Only this month we received a letter from Mr. ildriadge 


Sinclair or the firm of H. Zindex and Associates requesting a 


Bonneville Intertie and the ;roposed water and power development 


to 


o 
Cu 


planned by the Placer County Water Agency. This we agree 


do, and a mecting has been scheduled for September 7, 1950, 


i) 
ON 


on 


lay o£ the Board of Directors of the 


=a 


the next regular meeting « 


if 


Vlacer County Water Agency. 

Our engineers and attorneys are now Looking into tne 
very complex and involved proposals coiucerning a Bonneville 
Intertie and the pessible affect on proposed water and power 


° a ce 


projects of 


#9) 


the Flacex County Water Agency. Until their stud 
is completed we, of course, cammot testify on the details of 
a Bonnevilic Intertie. 


We do, however, feel very strongly that any proposed 


Comueviile Interiie whicn adversely afrects, aelays, or 
interferes with the water development progzam or Flacer County 
should be strongly opposed. 

In order that you may more fully appreciate the position 


of Placer County as it relates to a Bonneville intertics, let 










me briefly outline for you Placer County's water and power 


development program. 
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As you know, the Placer County Water Agency was created 






by the Legislature in 1957. Prior to that time the Board of 





































Supervisors of Placer County considered various meas whereby 
water development could be achieved. 

Subsequent in 195/, of couxse, the Board of Directors 
of the Placer County Water Agency, wino also are the Boara of 


3 


Supervisors, has veen pursuing very diligently and actively 


a program for the development of Placer County through the 
construction of a watex project. 

The Agency, whose boundaries are the same as the County's 
is responsible for the full development and vctilization of 
che water resources of the entire County. This means, of course, 
that each section of tne County will share in the water supply 


£ 
Lm 


and the economic benefits of the Agency's water and power 
projects. 

this also means, and most importantly, that the economic 
benefits of projects which develop Placer Cowty water will 


inure to the benefit of Place: County and not some remote area. 
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the Agency also is 


local entities. Zits function is to assist chese entities in 


oO 


cts anc to provide water suvpliies to them 


The Agency's role is to provide a comprehensive watez 
pian for the entire County and to assist in developing this 
plan by constructing cnuose projects beyond the capabilities of 
the local agencies or so braod in scope that they meet the 
requirements of a considerable portion of the County. 


This general water development plan proposed by the 


a 


acer County Water Agency will: 


J Develop water supplies, storage and conveyance 
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facilities for domestic, irrigation, municipal and industzvial 


2. Develop hydroelectric euergy for revenue to assist 
in financing the water resources development of Placer County. 

53. Bevelop recreational facilities. 

4%, Provide for the maintenance of stream flows and 
che enhaicement of fish and wildlifa. 

Current plans contemplate a total reservoir storage 
of ©04,000 acre feat, which will produce a firm dependable 


new regulated American River water supply of 310,000 acze feet 


& 


roy 2 


fhe total installed ;ower capacity will be 220,000 
kilowatts and the total iead developed for power will be 
4,524 feet. There will be twenty-six miles of tunnels and 
the totai iength of conveyance canals will ve fifty-six miles. 

We have been actively conferring with the Pacific Gas 
and “leccric Company on our project for almost two years, 


1° . 


alzhouga discussions with them have been going on for avout 
ten years. 

Our relations with them are most cordiai and they have 
reiterated their interest in our protect power. Gur consuli- 
ants have intensively teviewed the details of our project 
with PGai's engineers aud have cseached agreement as to the 
project works. 

lot too ions aso, Mr. il. S. Sutherland, President of 
$G&i, indicated that the company would be in a position to 
accept delivery of our izoject power in 190C. To achieve 
this, we will have co move very soon on the remaining ;ro- 


cedures leadiag *o construction. What remains is tue very 


important mattcor of the project power financial details. We 


bveliieve we are not far apart in this area, aid expect a 


resolution of this important aspect in che very near future. 


Ii is contemplated that the works to be constructed 













will be financed through a revenue bord issue. 






to see, therefore, tie concern of Placer County over power 






development in California or the importation of power from 






other sources. 






Placer County has a very real and urgent need for 





ce 


wace:. it has the natural resources to meet this need. I 














Placer County is to grow, we must develop cur water suppite 






The only means we currently nave for doing this ourselves 








is by construction of multiple purpose projects financed to 















a considerable extent by the sale of power. Without adequate 










power revenues the  ~rojecte would be byond the capacity of the 

























\gency to finance. 

lt is important, therefore, “hat any plan for the 
development of power in California also include the planned 
power development by Ylacer County. te also feel that our 
proposed project will benefit directiy and indirectly all of 
California. 

Thank you very much for permitting me to appear aiid 
testify before you. If you have any questions concerning our 
proposed water development: project, I will be pleased to 
try co answer chem. I have with me Mr. Sanford Koretsky, of 
the £irm of McCreaxy-iorecsky iingineers, our engineers, who 
also is available for answering you questions. 

CHATRMAN TEAL: Thank you very much, Mx. Andersou. 

I think we are all fairly well familiar with ‘he 
project. 

Are there any quesi:ions of Mr. Anderson: 

Thank you very mucii. 

Tunis concludes this day of testimony. We want to thank 
everyone clse who nas been here today, also. 


5:40 p.m., the nearing 
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(Thereupon, at tne hour of 


was adjourned.) 
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